








Mutuality amd Americanism 


a 





Santa Clara Mission in 18493 
founded in 1777, twenty-five 
years after the founding of 
mutual insurance. 


their casualty risks —workmen’s compensation and 
general liability. 


Increasing hundreds of thousands of car owners 


HE mutual plan of insurance is as typically, as 
fundamentally American as Franklin, Jefferson 
and Marshall who were its founders. 


So broad and sound was the original plan laid 
down by these men in 1752 that it has needed no 
essential change to adjust to the complex demands 
of the great modern business structure. 


Today, after one hundred and seventy-eight years, 
policyholders are still the owners of mutual corpora- 
tions. There are no stockholders. The rewards of 
successful operation therefore go to the policyhold- 
ers in the form of dividend savings. 


The leading industrial corporations of the coun- 
try have for many years sought mutual coverage for 


MUTUAL CASUALTY 


These Old Line Legal Reserve Comp 





are finding mutual casualty insurance the safe,sound 
and sure way to reduce one important item of car 
overhead. 


Any business man; any car owner will find inter- 
est and value in a brief booklet outlining the merits 
of mutual casualty insurance. Write for your copy 
today. There is, of course, no obligation of any kind 
involved. Address Mutual Casualty Insurance, 


Room 2204, 180 N. Michigan Ave., Chicago, Ill. 


MUTUAL PROTECTION IS AVAILABLE 
FOR THESE CASUALTY RISKS: 


) Accident Liability (all forms) 
Automobile (all forms) Plate Glass 
Burglary and Theft Property Damage 


Workmen's Compensation Fidelity 





Are Members of 


INSURANCE 





NATIONAL AssociaTION oF Mutuvat Casuatty Companies and AMERICAN MuTuat ALLIANCE 


Allied Mutuals Liability Insurance Co., New York City; American Mutua! Liability Insurance Co., Boston, Mass.; Builders Mutual Casualty Co., Madison, Wis.; Central Mutual 
Casualty Co., Kansas City, Me.; Employers Mutual Casualty Co., Des Moines, Ia.; Employers Mutual Liability Insurance Co., Wausau, Wis.; Exchange Mutual Indemnity Insurance 
Co., Buffalo, N. Y.; Federal Mutual Liability Insurance Co., Boston, Mass.; Hardware Mutual Casualty Co., Stevens Point, Wis.; Interboro Mutual Indemnity Insurance Co., New York 
City; Jamestown Mutual Insurance Co., Jamestown, N. Y.; Liberty Mutual Insurance Co., Boston, Mass.; Lumbermens Mutual Casualty Co., Chicago, I/l.; (American) Lumbermens 
Mutual Casualty Co, of Illinois, New Yors City; Merchants Mutual Casualty Co., Buffalo, N. Y.; Michigan Mutual Liability Co., Detroit, Mich.; Mutual Casualty Insurance Co., 
New York City; Texas Employers Insurance Association, Dallas, Texas; U.S, Mutual Liability Insurance Co., Quincy, Mass.; Utica Mutual Insurance Co., Utica, N. ¥ 
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Select Your Insurance Company 
as you 


Select Your Bank 


For Its Financial Responsibility 
and the 
Character of Its Management 


The MILL MUTUALS stand all tests 











Western Millers Mutual Fire Insurance Co........... Kansas City, Mo. 
Ohio Millers Mutual Insurance Co........................... Van Wert, Ohio 
Michigan Millers Mutual Fire Insurance Co........... Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co............... Des Moines, Iowa 
Millers Mutual Fire Insurance Co........................... Harrisburg, Pa. 
Millers Mutual Fire Insurance Co.................... Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co......... Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association...................... Alton, IIl. 
Grain Dealers National Mutual Fire Ins. Co.... Indianapolis, Ind. 
Millers National Insurance Co...............................-..--.---- Chicago, IIl. 








Mutual Fire Prevention Bureau 
230 East Ohio Street 
Chicago, Illinois 
(Operated by the Mill Mutuals) 
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Enter upon the new era of Business Prosperity with 


Dependable Workmen’s 





Compensation Insurance 


The “doctors” of big business are generally agreed 
that the patient is on the high road to recovery and that 


we can now proceed with confidence. 


Equalize and stabilize your overhead and protect your 


invested capital with mutual insurance. 


More business will mean larger payrolls and increased 
hazards. 


Carry Michigan Mutual Compensation Insurance on 
your workmen. Buy it at ACTUAL COST. The serv- 
ices of our Consulting Engineer and Safety Department 
are sure to result in reducing your loss ratio and thereby 
tending to reduce future premiums. Let us inspect your 
plant and submit our plan. No obligation whatever. 


NON-ASSESSABLE DIVIDEND PAYING 


MICHIGAN MUTUAL 
LIABILITY COMPANY 








Resources Dividends 

More Than NWA ce, More Than 

$4,600,000.00 — Sausiieon $3,250,000.00 

District Offices (General Service) Branch Offices (Automobile Only) 
Grand Rapids Lansing Flint Port Huron Ionia 
Saginaw Kalamazoo Mt. Clemens Benton Harbor Pontiac 
Jackson Marquette Battle Creek Muskegon Owosso 
Alpena 


Home Offices—1209 Washington Boulevard at State Street—Detroit—Cherry 4800 
Industrial Hospital—2730 E. Jefferson Ave.—Detroit 


Workmen’s Compensation, Automobile, Group Health and Accident and 
Other Casualty Lines 
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Insurance Commissioners Convention 


Hartford Assembly of State Supertendents Has Outstanding Features of 
Interest to the Underwriting World In Many Fields 


\ X y 1TH Commissioners present 
from 40 states, and representa- 
tives of insurance companies 
from as many sections of the country 
attending the meetings, the September 
session of the National Convention 
of Insurance Commissioners opened 
at Hartford, Connecticut on Septem- 
her 8th, and continued with conspicu- 
ous success until its close on the 12th. 
The purpose of the convention was 
ably stated by President Howard P. 
Dunham, Connecticut Commissioner, 
who further pointed out that the past 
year had been a most important pe- 
riod in the history of insurance, par- 
ticularly in the betterment of both 
field and home office management, 
and the cementing of good relations 
between the two. 

While the financial structure of 
some companies of the less conserva- 
tive type had suffered from the busi- 
ness depression, there was a notice- 
able tendency generally to use more 
care in management. The creating 
of new companies which had been so 
extensive uring the boom times, had 
almost ceased, and mergers were less 
numerous. Altogether the business 
tended towards sounder practices 
with fewer disputes between compa- 
nies. 

The problem of competitive com- 
missions was, said Col. Dunham, 
well on the way to solution, and he 
foresaw that in coming years there 
would be fewer agents but vastly bet- 
ter qualified than now. 

The retiring President credited the 
insurance press with having a salu- 
tary influence, and made the signfi- 
cant statement that “there is nothing 
to hide in the business and the more 
the public knows about insurance the 
better it is for all parties concerned. 

Several other addresses which were 
highlights of the Convention are com- 
mented on below. 


HE address of R. Leighton Fos- 

ter, Superintendent of Insurance 

for the Province of Ontario, on Au- 

tomobile Safety Responsibility Laws, 

was an interesting, well-spoken and 

comprehensive consideration of the 
subject. 

In beginning he called attention to 

the significant fact that such respon- 

sibility laws as are now on the statute 


books in the United States and Can- 
ada were not sponsored by the busi- 
ness of insurance but by the organ- 
ized motorists of the two countries. 
With much emphasis he summarized 
the possible consequences of legisla- 
tion bearing on this question, as fol- 
lows: 





Hon. Charles D. Livingston 
Chairman of Acquisition Costs Committee 


of the National Convention of Insurance 
Commissioners. 


“I should like to urge my colleagues in 
the United States and Canada not to be 
misled by the circumstance that the enact- 
ment of these laws is now being sponsored 
by the organized motoring public and that 
the administration of the laws is vested in 
the Motor Vehicle Commissioners. A\I- 
though the responsibility of suspending 
operators’ and owners’ permits, of accept- 
ing certificates of insurers offered in proof 
of financial responsibility, of receiving no- 
tices of cancellation of insurance, etc., de- 
volves upon the Commissioners of Motor 
Vehicles, nevertheless, the Commissioners 
of Insurance will come to find that by 
these laws the whole foundation of the 
law relating to automobile liability insur- 
ance contracts is being reconstructed, that 
in most cases they will have to devise and 
recommend for enactment amendments to 
their insurance laws to follow the princi- 
ples enunciated in the amendments to the 
motor vehicle laws, that they will have to 
approve forms of motor vehicle liability 
policies and endorsements and satisfy them- 
selves that they comply with the new legis- 
lation not incorporated in the insurance 
laws under their direct administration, that 
they will have to furnish to the Commis- 
sioners of Motor Vehicles the names of 
insurers the certificates of which may be 


accepted by them as proof of financial re- 
sponsibility, that the law relating to the 
civil liability of motorists is being sub- 
stantially changed, that the liability of in- 
surers to third party claimants is under- 
going almost epoch-making changes, and 
that problems involving their fellow In- 
surance Commissioners across state, pro- 
vincial and international boundaries offer 
themselves for prompt solution.” 


Mr. Foster then skillfully outlined 
the development of automobile safety 
responsibility laws from the’ time 
when motor cars were few and con- 
sidered nuisances because of their 
novelty until now when the gasoline 
driven vehicle is the more or less 
arrogant master of the road. Legis- 
lation has tried to keep pace with the 
need of the public for protection 
against automobiles, but of late years 
the problem has become so vast that 
more comprehensive measures for 
the relief of those injured in motor 
vehicle accidents have been demanded. 


Massachusetts led the way with a 
compulsory automobile insurance 
law, which went into effect in Janu- 
ary, 1927. This statute is still the 
subject of much controversy and 
criticism of its value seems well jus- 
tified. 

OOD 

ts INNECTICUT, in the speaker's 

opinion, has attacked the prob- 
lem in the more effective, if less dras- 
tic and radical way. This. state 
amended its motor laws to require 
“any person who was convicted of 
the violation of certain provisions of 
those laws, such as reckless driving, 
driving while intoxicated, etc., or who 
was involved in‘’a motor vehicle acci- 
dent causing injury to persons or 
substantial damage to property, to 
prove his financial responsibility by 
filing a certificate that there had been 
issued to him an approved insurance 
policy, or other security, showing his 
financial responsibility for the pay- 
ment of liabilities which might be in- 
curred in future accidents for in- 
juries to persons or damages to prop- 
erty (up to $10,000 and $1,000 lim- 
its), in default whereof his driving 
license was to be suspended.” 


The Massachusetts law so aroused 
the apprehensions of the automobile 
and insurance world that various 
bodies undertook to make an exten- 
sive investigation of the subject. The 
result generally was a vigorous con- 
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demnation of the Massachusetts 


compulsory plan. 

later a Committee of the Ameri- 
can Automobile Association drafted 
a measure known as the A. A. A. 
Safety Responsibility Bill. This has 
been done under the able chairman- 
ship of Owen LB. Augspurger of the 
Merchants Mutual Casualty Com- 
pany of Buffalo, and has met a very 
favorable reception. It has, as its 
cardinal principle, the application of 
a compulsory insurance law only to 
motorists who by reason of their 
own individual unlawful acts, bring 
themselves within it. 


r~> ¥ 


NUMBER of states and prov- 

inces now have the A. A. A. 
Bill, or variants of the measure in 
force, and others are contemplating 
its adoption. The success of this law 
led the Ontario Royal Commission 
to investigate its possibilities for ap- 
plication to that Province, and hear- 
ings were held in a number of cities 
to take testimony. The result was the 
proposal of a bill for use in Ontario 
embodying in many respects the pro- 
visions of the A. A. A. model law. 

\MIr. Foster then sounded again a 
note of warning that this legislation, 
when enacted, will bring the necessity 
of changing certain laws and _ prac- 
tices relating to insurance in such a 
way as to give the victim of an auto 
accident an unhampered righ to re- 
cover for injuries sustained, regard- 
less of defenses such as intoxication 
of the driver, etc., now regarded as 
legitimate for the companies to set 
up. It is expected that all states with 
automobile safety responsibility laws 
will see the wisdom of requiring poli- 
cies to be written with uniform 
“standard limits,” whether or not the 
policyholder has come under the com- 
pulsion of proving his financial re- 
sponsibility. 

\fter saying that the insurance 
business is in reality on trial before 
the general public to devise means to 
meet the demand for unconditional 
and absolute protection, the speaker 
passed on to other matters of large 
interest. 

QOS 
NE of these was the considera- 
tion of the need for finding a 
way “whereby a large percentage of 
that (of motor accidents) will 
he extracted from the pockets of the 
negligent drivers who are 
responsible for such accidents’ —sug- 
gesting also that “the obligation de- 
volves upon Insurance Commission- 
ers to consider the advisability of re- 
quiring all insurers to enter action 
against offending policyholders and 
to proceed to judgment. 


cost 


careless, 
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linally, Mr. Foster discussed the 
question of a motorist proving finan- 
cial responsibility in a state or prov- 
ince where the insurance company in 
which he holds a policy is not licensed 
to do business. With this was closely 
linked up the right of an injured per- 
son to collect a judgment against a 
company not licensed in the state in 
which the damages are awarded. 

Since these latter points are to be 
considered below in the discussion by 
Commissioner Livingston, we will 
not proceed with a further digest of 
Mr. Foster’s conclusions in this re- 
gard. 

The Canadian Commissioner’s talk 
was given close attention because the 
Convention realized the large amount 
of research which had been put into 
the preparation of the paper. 


Discussion of 


Mr. Foster's Address 


By HON. CHARLES D. LIVINGSTON 


Insurance Commissioner for the 
State of Michigan 


ON. CHARLES D. LIV- 
H INGSTON, Insurance Com- 

missioner of the State of Mich- 
igan, in discussing the paper of Hon. 
R. Leighton Foster on “Some Prob- 
lems Arising Out of Safety Respon- 
sibility Laws,” said: 

“Mr. Foster is to be congratulated 
for the very fine paper he has just 
delivered. His development of this 
matter has been very appropriate in- 
asmuch as he has not only gone into 
the history of this type of legislation, 
but has dwelt to some extent on the 
features of the various state and pro- 
vincial laws now in effect. The scope 
of his paper is so wide and the sub- 
jects touched upon so technical and 
extensive, that it will only be possible 
for me to discuss one or two features 
of Mr. Foster’s paper. 

*T shall discuss only that part com- 
ing under the heading of “Problems 
\rising Out of Safety Responsibil- 
ity Laws.” 


“ 


Problems Affecting the Non-Resident 


66 PROBABLY no other invention 

has so changed our civilization 
as the automobile. With the intro- 
duction of individual units of trans- 
portation, old problems were solved 
and new ones invented. Millions of 
dollars have been spent for the build- 
ing of modern highways. Travel has 
heen encouraged by every nation. 
Highways teeming with automobiles 
give evidence of the fact that we are 
a progressive people. This is true to 
such an extent that every main road 
in our states and provinces is crowded 





with cars, many of them from other 
states and provinces. In the United 
States and Canada, millions of dol- 
lars are spent each year by tourists. 
The American Automobile Associa- 
tion estimates that during the year 
1929 there were forty million tour- 
ists on the highways. 


“[ am pointing out to you the ex- 
tensiveness of this travel because it 
emphasizes the difficulty of solving 
one of the problems involved in con- 
nection with the safety responsibility 
laws. If a motorist, for example, 
from Michigan is compelled to estab- 
lish proof of financial responsibility 
in New York, according to the law of 
New York, he must produce a cer- 
tificate from a company duly author- 
ized to do business in New York. If 
he does not, he shall be denied the 
right to operate his automobile in that 
State unless he complies with the al- 
ternative provisions in the law. This 
situation raises the real problem 
faced by a non-resident when com- 
pelled to comply with the provisions 
of the financial responsibility laws. 
I_et me here refer to several difficul- 
ties that arise. 


“First: If the non-resident is not 
insured in a company authorized to 
transact business in the state requir- 
ing proof of financial responsibility, 
then such non-resident must either 
put up cash, a surety bond, or forego 
the privilege of operating his car 
within said State. Consequently, this 
causes difficulty only to the non-resi- 
dent motorist if he is insured in an 
insurance carrier not admitted to 
New York. There are comparatively 
few companies only which are oper- 
ating in every state and province of 
our North American continent that 
insure automobiles against liability 
and property damage. There are a 
larger number that operate in nearly 
half of the states and provinces, but 
the great majority of companies au- 
thorized to do that class of business 
operate only in a few states and prov- 
inces. With some exceptions, com- 
panies enter only as many states and 
provinces as they feel they can handle 
the business successfully. They usu- 
ally give good service because they 
are equipped to handle the business 
in the territory in which they operate 
and generally serve their communities 
well. They recognize that their only 
safety is to do business in a limited 
territory, and you gentlemen, as In- 
surance Commissioners would not 
desire to have your own companies 
extend their operations beyond what 
their capital and/or surplus warrants. 
If they did, they would face financial 
ruin. The safety responsibility laws, 
however, are compelling such com- 











panies to qualify to do business in 
states other than that in which they 
are organized. Consideration should 
be given to this feature as to whether 
or not it is the proper thing to require 
such companies to extend their opera- 
tions in order to comply with these 
laws. 

“Second: When Superintendent 
Foster’s paper was given to me to 
discuss, I sent to each Insurance 
Commissioner in the United States a 
questionnaire which contained the 
question—“Have you knowledge of 
any judgments rendered in behalf of 
residents of your state against in- 
sured non-residents that remain un- 
satisfied?” I received replies from 
every state in the Union including 
the District of Columbia, and the in- 
formation furnished me _ indicates 
there is no evidence that these insur- 
ance companies are not paying judg- 
ments rendered against their as- 
sureds. This would seem to indicate 
that requirements being made of non- 
residents are too stringent. If judg- 
ments are being paid that is all that is 
necessary, and it would seem to be 
an added burden requiring companies 
doing business in a limited territory 
to qualify in the state where a judg- 
ment is rendered in order to have 
their certificates of financial respon- 
sibility accepted. 

“Third: Consideration should be 
given to the fact that some states by 
their insurance laws will not permit 
certain classes of carriers to qualify 
within the state. A very interesting 
question arises as to whether or not 
the State of New York, for example, 
should properly refuse to accept a 
certificate from a carrier organized 
to do business in Indiana. A non- 
resident in New York producing a 
certificate from a carrier organized to 
do business in Indiana, is certainly 
placed in a serious position when 
New York refuses to accept such cer- 


tificate as evidence of financial re- 
sponsibility. 
“Fourth: It has often been said 


that the insurance business is affected 
with the public interest. Insurance is 
the hand-maiden of business. Expe- 
rience has demonstrated that business 
requires the assistance of insurance in 
order to progress. The National Con- 
ference on Street and Highway 
Safety originally organized by Presi- 
dent Hoover, has pointed out that 
each year in this country there is a 
tremendous economic loss resulting 
from automobiles damaging proper- 
ty and injuring and killing many peo- 
ple. It appears to me, therefore, that 
what we as Insurance Commissioners 
should do is to see that the companies 
organized in our own states are car- 
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rying on their business properly ac- 
cording to law. We should be satis- 
fied that when people insure their 
automobiles, especially for liability 
and property damage, in companies 
organized in our own states, that the 
public interest is being served. 


“IT am not fully satisfied that expe- 
rience so far should require such dras- 
tic provisions as have been passed by 
some of our states. Inquiry does not 
disclose that there are many unpaid 
judgments in any state where such 
judgment has been rendered against 
a non-resident, and where such non- 
resident is insured. The problem 
seems to be to convince the great un- 
insured multitude to take out liability 
and property damage insurance ‘for 
the protection of themselves and 
others. I am in entire sympathy with 
the idea behind the financial respon- 
sibility laws which by indirect com- 
pulsion point out to the motoring pub- 
lic the need for securing some kind of 
liability and property damage insur- 
ance. | think, however, that when 
the states as a matter of public policy 
determine that the motoring public 
must insure in companies which are 
qualified to do business in every state 
and province, that that state is setting 
out to regulate business in a manner 
that was never intended by the safety 
responsibility laws, and which is 
bound to be a failure. 


“ ACH state and province must 
determine as a matter of public 
policy what it intends to do in rela- 
tion to these matters. It is my per- 
sonal opinion that this policy should 
be somewhat as follows: Travel 
should be as unhampered as possible. 
Tourists should be encouraged to use 
their automobiles and go from place 
to place. Only such _ restrictions 
should be placed upon them as are 
necessary to protect the citizens and 
property of the state or province in 
which the tourist is traveling. If citi- 
zens and property can be protected 
without requiring insurers to become 
qualified in the state in which the 
tourist is, by some other means less 
stringent, in my opinion, such a result 
should be brought about. Unless such 
steps are taken, various states and 
provinces may build a Chinese Wall 
around themselves, because, sooner 
or later, retaliatory measures will be 
taken by other states and provinces, 
and as soon as the motoring public 
becomes conscious of the fact that it 
is to be compelled to meet some harsh 
provisions of the financial respon- 
sibility law, just so soon will that mo- 
toring public avoid states and prov- 
inces having such harsh provisions in 
their laws. Each state should have as 
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a matter of public policy the idea of 
making the highways as safe as pos- 
sible. In my opinion, therefore, the 
safety responsibility laws, if logically 
enforced, would do considerable in 
eliminating reckless drivers from the 
highways. If, however, an accident 
occurs, the innocent victim should 
have an easy and certain method of 
being compensated. This, of course, 
would be accomplished quite easily 
under the provisions of the safety re- 
sponsibility laws. 

“It appears to me that the amend- 
ments referred to by Mr. Foster as 
the middle ground or “compromise’”’ 
accomplish everything necessary for 
the protection of citizens and prop- 
erty in the home state and province, 
although my personal belief is, that 
if each state will look after its own 
residents by a workable safety re- 
sponsibility law, there will be little 
cause for complaint against non-resi- 
dents by any other state or province. 
Every day in our several states and 
provinces there are cases where the 
uninsured causes damage to property 
and person where there is no possible 
chance of recovery. Let the states 
and provinces protect their own citi- 
zens as there seems to be practically 
no complaint at the present time 
against non-residents provided the 
answers to the questionnaire sent out 
by me give a true picture. At:the:cost 
of repetition, it appears advisable to 
repeat these three necessary things 
that an insurer must do to have its 
certificate acceptable. (1) Appoint 
the Commissioner of motor vehicles 
its agent to accept service of process. 
(2) Have its policies interpreted ac- 
cording to the law of the state or 
province where such certificate is to 
be put up establishing financial re- 
sponsibility, and (3) Agree that a 
judgment of a court of competent 
jurisdiction of the state or province 
will be paid. 

QOD 
Administration of Safety 
Responsibility Law 
‘¢¥ fear that any attempt to have 
I the safety responsibility laws in- 
clude non-residents will prove a fail- 
ure as they are likely to be swamped 
under a mountain of red tape. Think 
of the useless amount of administra- 
tive work which would be required 
on behalf of each Insurance Com- 
missioner if he has to entertain appli- 
cations from hundreds of companies 
who inevitably must qualify ‘under 
these laws, either by actual entrance 
to the state or by filing with every 
Commissioner of Highways or In- 
surance Commissioner that they will 
abide by the laws of every state in 
the Union except their own. Consid- 
erable attention must be given to the 
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preparation of a workable system 
whereby the coordination necessary 
can be effected by the insurance and 
motor vehicle departments of each 
state and province. At this time, of 
course, I am not prepared to make 
any very definite suggestions on this 
situation inasmuch as Michigan has 
not adopted a safety responsibility 
law. I do see, however, that there 
can be certain conflicts unless both 
the insurance and motor vehicle laws 
of each state and province are care- 
fully studied and all conflicts elimi- 
nated between the insurance end mo- 
tor vehicle sections of the statutes. It 
has always been the province of the 
Insurance Commissioner, as far as I 
know, to accept service on behalf of 
foreign companies. The provisions 
written into the American Automo- 
bile Association Bill, of course, are 
quite necessary where the motor ve- 
hicle commissioner is empowered to 
accept service. This naturally must 
be so because it involves the revoca- 
ton of an operator's license. I would 
suggest, however, that as a matter of 
administration, the Insurance Com- 
missioner in some way be informed 
of any suits started in which the mo- 
tor vehicle commissioner has accepted 
service. 


“In conclusion, therefore, let me 
emphasize as a matter of policy that 
in my opinion these laws should be so 
drafted and enforced as to permit (1) 
Unhampered traffic, (2) Protection 
of the resident citizen and his prop- 
erty from any damage that the tourist 
might do, and (3) That in case of 
accident or damage whereby the mo- 
torist must establish proof of finan- 
cial responsibility, that he be per- 
mitted to do so through his own com- 
pany which is permitted to produce 
its certificate establishing responsibil- 
itv after having done the three things 
referred to in Mr. Foster’s paper and 
made a part of the American Auto- 
mobile Association Bill. The laws 
should not be so stringent that it would 
be impossible for solvent companies 
to comply with them. The adminis- 
tration of the law should be carried 
out in a reasonable and prudent way, 
and in case any weakness in the laws 
develops, this body of Commissioners 
should follow them very closely and 
make recommendations after suffi- 
cient experience has been had to de- 
termine the workability of the laws. 
In my opinion, safety responsibility 
laws carry many problems and will 
require both time and consideration 
before we know whether or not they 
will accomplish the desired results.” 
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Report of the 
Acquisition Costs 
Committee 


ne of the most important fea- 
tures of the Convention was the re- 
port of the Acquisition Cost Com- 
mittee. This consisted of a sum- 
mary of the proceedings of the Com- 
mittee held last June at Chicago 
under the Chairmanship of Honor- 
able C. D. Livingston of the State of 
Michigan and appended was a state- 
ment of the conclusions which had 
been formed after hearing and sub- 
sequently carefully digesting the 
voluminous testimony. 





J. J. McGRATH 
Secretary of the Acquisition Costs Com- 
mittee of the National Convention of 
Insurance Commissioners. 


‘ 

The report recited that while the 
preliminary questionnaire prepared 
for the investigation was addressed 
to all classes of companies, the in- 
vestigation had thus far dealt prin- 
cipally with the fire, casualty and 
surety business. 


As to the fire insurance business, 
the committee found: 


“There are six major regional un- 
derwriters’ associations regulating, or 
attempting to regulate commissions 
to be paid for fire business. Compe- 
tition of non-members and increased 
business facilities resulting from 
capital expansion and the increase in 
number of companies within recent 
years have made the task increasingly 
difficult. 

“The states over which the under- 


writers’ associations assume jurisdic- 
tion are as follows: 





The Eastern Underwriters Association 
Maine New York 
New Hampshire New Jersey 
Vermont Pennsylvania 
Massachusetts Maryland 
Rhode Island Delaware 
Connecticut District of Columbia 


Southeastern Underwriters Association 


Virginia Alabama 
South Carolina North Carolina 
Georgia Florida 


Western Underwriters Association 
and Western Insurance Bureau 


Illinois North Dakota 
Indiana Ohio 
Iowa Oklahoma 
Kansas South Dakota 
Kentucky Tennessee 
Michigan Wisconsin 
Minnesota Colorado 
Missouri Wyoming 
Nebraska New Mexico 
Board of Fire Underwriters of the Pacific 
California Washington 
Montana Oregon 
Nevada Idaho 
Utah Arizona 
Alaska 


West Virginia Uniformity Association 
West Virginia 
States Without Underwriters Associations 
Arkansas Louisiana 
Texas Mississippi 


ur 


The States of Texas and New 
Jersey have adopted commission laws 
the effect of which is now being tested 
in the courts. 
Commission Regulations of Under- 
writers’ Associations 

“The regulations of the Eastern 
Underwriters Association allow 20% 
commission on all business or a 
graded scale of 15% on the less de- 
sirable classes of business, and 25% 
on the preferred or desirable classes. 


“The regulations of the Southwest- 
ern Underwriters Association allow 
20% commission on all business. 

“The regulations of the West- 
ern Underwriters Association allow 
graded commission scale of 15% on 
the less desirable classes of business 
and 25% on the preferred classes. 

“The regulations of the Western 
Insurance Bureau allow graded com- 
mission scale of 30%, 25%, 20% 
and 15%, the higher rates of com- 
mission being paid on the more desir- 
able classes of business. 

“The regulations of the Board of 
lire Underwriters of the Pacific al- 
low graded commission scale of 30%, 
25%, 20%, 15% and 10%. The 
higher rates of commission are paid 
on the more desirable classes of busi- 
ness and the lower rates of commis- 
sion are allowed on the special 
hazards. 

“The regulations of the West Vir- 
ginia Uniformity Association allow 

(Continued on Page 24) 
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Courtesy Curtiss Wright Flying Service. 


A Close-Up of Plane in Action Gives Confidence In Its Sturdy Construction. 








This Particular Type of Atr Craft Is the Curtis- 


Wright ‘‘Tanager’’, Winner of the Guggenheimer Safety Award 


Is It Safe to F lyr 


Statistics Seem to Indicate that Travel By Air Is Not So Hazardous As 
the Man On the Ground Supposes Provided You Pick Your 
Route, Your Plane and Your Pilot with Care 


S it safe to fly? 
] Thousands of people ask that 

question every week. They know 
that Lindbergh thinks no more of 
flying than we do of walking, that en- 
durance planes have remained aloft 
for twenty-three days, that the At- 
lantic has been spanned both east- 
ward and westward, that thousands 
wing their way across the country on 
business and pleasure. Yet, the ques- 
tion: “Is it safe to fly?” has lost none 
of its pertinency. 

Three million people went aloft in 
1929, but that figure does not answer 
our question. Neither does the de- 
struction by fire of the Curtiss- 
Wright Tanager, the winner of the 
Guggenheim safety contest, consti- 
tute an argument against the safety 
of flying. Even statistics showing that 
the personnel of the Naval Air Sta- 


By JOHN H. JACKSON 


tion, at San Diego, California, had 
thirty-seven automobile smashes and 
only two airplane crashes within six 
months is by no means conclusive 
proof of the safety of flying. 

It is amazing to discover how many 
people have never flown; how many 
are waiting a year, or perhaps five 
years, for those improvements which 
they are certain will be made to in- 
crease the safety of travel by air. 
This hesitancy on the part of the pub- 
lic is more marked in certain sections 
of the country than in others. In the 
West, where distances between cities 
are great, there are more commercial 
air lines, and business men especially, 
are making it a habit to travel by air. 
In the East, where the jumps between 
cities are short, men, as well as wom- 


en, continue to patronize trains and 
buses. It is interesting to note that 
there is still no through air service 
between New York and Chicago, al- 
though once in Chicago, the traveler 
who wishes to travel by plane can fly 
to almost any point he wishes. 

It is also important to note that 
when rates have been reduced, air 
travel has increased. Shortly after 
the first of the year, a large number 
of western air lines reduced rates, and 
immediately there was an increase in 
the number of passengers carried, in- 
dicating that it was cost as well as 
timidity that kept travelers on the 
ground. 

However, air lines still suffer, and 
probably will continue to suffer for 
many years when a plane does crash. 
Screaming headlines and lurid details 
frighten the public, and after such an 
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accident, no matter what its cause, 
there is a distinct falling off in the 
number of passengers carried. Rail- 
roads have accidents — during the 
week in which this article was writ- 
ten, in the vicinity of New York City 
alone, there was one major and four 
minor mishaps—but no one stopped 
riding on the railroads. 

Statistics alone accurately tell the 
story of the increasing safety of air 
travel. During 1929, a total of 135,- 
141,499 miles were flown by civil air- 
planes, which include all those used 
for transportation, mail, student in- 
struction, pleasure and experimental 
flying. On scheduled transportation 
lines, planes flew 1,062,677 miles for 
every fatal accident, between July 
and December of 1929, and only 884,- 
120 miles per fatal accident for the 
same period of 1928. 


o 
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For all other civil aircraft, the rec- 
ords show that during the last six 
months of 1929, 431,367 miles were 
flown for every fatal accident, and 
for the same period during 1928, that 
416,837 miles were flown for every 
fatal accident. Obviously, this record 
is far from as satisfactory as that for 
the transport lines, but it must be re- 
membered that the figures include air- 
mail, experimental and student in- 
struction flying, all of which are 
somewhat more hazardous than 
flights made in the ships of regularly 
organized transportation lines. 


A” ITTEDLY, some branches of 
flying are more dangerous than 
others. A recent newspaper account 
tells of a mail plane forced down in 
flames, in Ohio. The pilot lost his life 
in his attempt first to get the mail 
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Beacon Light At A Government Flying Field 





through on scheduled time, and fin- 
ally, in saving it. The mail pilot is 
proud of the service’s tradition to get 
the mail through on time, and, if nec- 
essary, he may knowingly take a 
chance. Sometimes he gets through 
and sometimes he crashes. Then the 
newspapers print an account of the 
accident, and the reading public who 
know that to qualify as a mail pilot, 
one must be a very good pilot, shake 
their heads and remark that flying is 
still unsafe. 

Obviously, the public does not dif- 
ferentiate between the hazards to be 
encountered in the various classes of 
Hying. They fail to realize, for ex- 
ample, that a mail pilot flies in 
weather which keeps other pilots on 
the ground, and that a man who per- 
forms stunts in the air is in the same 
class as any other daredevil. 

It is the complaint of leaders in the 
aeronautical world that the public 
still believes that safety lies in brevity. 
People who would never consider a 
flight from city to city, on an air liner, 
will step into a plane for a five min- 
ute joy-hop. The barnstorming days 
have passed, and now, a pilot who 
carries passengers for hire is required 
to have a license, but there still are a 
few outfits in various parts of the 
country who offer the thrill of flying 
at bargain prices, without mentioning 
the attendant dangers. Every plane 
that has a “C”’ printed before its num- 
ber is safe to ride in. A plane carry- 
ing the letters “NC” merely means 
that it is licensed to cross interna- 
tional boundaries. But a plane marked 
“X” should be avoided, for it is an 
experimental plane, and not fit for 
the average person to fly in either for 
a long or a short hop. 

With the increasing number of pri- 
vately owned planes, a greater num- 
ber of people will be invited to go 
aloft. As is required by law, the 
planes and the pilots will be licensed, 
but after the tests have been passed, 
months of experience may be neces- 
sary to make a man or a woman a 
really good pilot. For a private li- 
cense, the applicant must have ten 
hours of solo flying to his credit, two 
hours of which must have been with- 
in sixty days of the filing of his appli- 
cation. lor a transport license, the 
applicant must have completed 200 
hours of solo flying, five of which 
must have been within sixty days of 
the filing of his application. Leaving 
out of consideration the stricter phys- 
ical requirements for transport  li- 
censes, it is at once obvious that the 
man who pilots a transport is through 
sheer experience better fitted to bring 
a plane safely to earth as well as to 
take it up into the air. It may be ar- 











gued that the private pilot should be 

obliged to meet as strict requirements, 
not only for his own protection, but 
also for the protection of those per- 
sons who fly as his guests, and for the 
protection of the communities over 
which he travels. If flying is to be- 
come safer than it is today, some- 
thing of this sort may be necessary. 

Accidents always will happen, in 
the air as well as on the land and sea. 
But today, aviation is troubled by ac- 
cidents which are not true accidents. 
Although aviation is now in its twen- 
ty-fifth year, flying is still so new and 
strange to the average man and wom- 
an that he is unable to adjust his reac- 
tions to meet the new situations with 
which he is faced. According to Brig. 
General Frank Phalam, of the Air 
Corps, the best time to learn how to 
fly is between the ages of 22-26, 
while a flight surgeon has pessimisti- 
cally remarked that all of the traits 
and qualities which are necessary to 
the good flyer are to be found in com- 
paratively few persons. To meet sat- 
isfactorily all the obstacles which now 
appear to stand in their way, John 
Doe, his wife and his sister, will have 
a difficult time winning their wings. 

At present, human fallibility rather 
than plane failure, is held responsible 
for more than half of all accidents 
that occur. Between January and 
June, of 1929, the Department of 
Commerce places 59.04% of the 
blame for accidents on errors of per- 
sonnel ; for the following six months, 
the percentage decreased to 55.75. It 
is important, however, to interpret 
these figures. Investigations of acci- 
dents are very liable to be difficult. 
If a plane is badly “cracked,” and if 
neither pilot nor passengers live to 
explain what has happened, the acci- 
dent may be placed against “error of 
personnel.” 

But even with the most careful in- 
terpretation of the figures, the fact 
still remains that it is difficult busi- 
ness to give man wings and teach him 
how to use them safely. 


It is generally agreed that the 
planes which are now being built rep- 
resent the goal toward which design- 
ers have been striving. The planes 
are fast, dependable, and can be built 
to sell at prices within the purse range 
of those persons who can afford high 
priced automobiles. Now, however, 
that all this has been accomplished, 
the necessity for changes and modifi- 
cations of the modern airplane has 
become apparent. 

For, if aviation is ever to be popu- 
larized, planes which will be safe for 
the average man must be developed. 
Persons who hold pilot licenses today 
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Flying In Formation Is No Part of A Commercial Planes Business But Is A Common 
Part of the Training of Army and Navy Ships 


are a specially selected, and selective 
group, which can in no way be com- 
pared with the group of men and 
women who are licensed to operate 
automobiles. Yet, if the hopes and 
expectations of aviation enthusiasts 
are ever to mature, planes which will 
be foolproof for the great number of 
persons who now drive automobiles 
will have to be built. 


sO 

LITTLE more than two years 

ago, the Daniel Guggenheim 
Fund for the Promotion of Aero- 
nautics was established. Shortly 
thereafter, a safe airplane competi- 
tion was announced, the purpose be- 
ing to encourage manufacturers to 
perfect a plane that would meet the 
requirements of the average person. 
After a long series of tests, the Cur- 


tiss-Wright Tanager was declared to 
be the winner-of the contest. 


Although the Tanager has been de- 
stroyed by fire, her loss is not as bad 
a blow to aviation as it first seemed to 
be. Mechanics were working on the 
plane when a backfire started the 
blaze. The plane was not in flight, 
nor was it preparing to take off. How 
soon a duplicate of the Tanager will 
be built is not now known, but it is 
quite likely a second, or even a group 
of planes will soon be placed in con- 
struction from the original Tanager 
plans. 


The Tanager was designed to meet 
the requirements of the average per- 
son. Emphasis was placed on low 
landing speed, stability, general ease 
of the control. The plane had a maxi- 
mum speed of 112 miles an hour, it 





12 


could climb at the rate of 600 feet a 
minute, and carry a useful load, in- 
cluding 85 pounds of ballast, or 882 
pounds. It successfully made land- 
ings with power off within ninety feet 
of the point where its wheels first 
touched the ground, and from a 
standing start, left the ground within 
300 feet, clearing an obstruction 35 
feet high located 500 feet from the 
starting point. It maintained a mini- 
mum level and controlled flying speed 
of 30%5 miles an hour, and a mini- 
mum gliding speed of 37% miles an 
hour, thus demonstrating its ability 
to fly and glide at a low enough speed 
to make landing comparatively easy 
on small fields, or under poor visibil- 
ity conditions. The Tanager flew 
“hands off” at speeds varying be- 
tween 45 to 100 miles an hour, and 
also righted itself when subjected to 
the most severe tests of stability. 
even when subjected to the most un- 
usual conditions, the Tanager refused 
to go into a tail spin. 


The design of the Tanager departs 
from the conventional biplane prin- 
cipally by the addition of three de- 
vices, the aileron, wing slots, and 
flaps, all of which are, substantially, 
narrow additional wings hinged to 
the main wings. The ailerons were 
not mounted on the trailing edge of 
the wings, as is usual with conven- 
tional types, but at the tips of the 
lower wings where they operated in 
air undisturbed by flight, and where 
their own operation did not disturb 
the lifting functions of the wings. 
They were of full floating type, and 
differed from all others in that they 
at all times assumed automatically a 
position parallel to the air currents 
set up by the motion of the plane in 
flight. It was possible to fly the Tan- 
ager in tight vertical banks and 
through all normal flying maneuvers 
without control of the rudder, en- 
tirely by ailerons and elevators. 


The wing slots, extending along 
the entire leading edge of the wings, 
were also installed to operate auto- 
matically. The flaps, extending along 
the trailing edge of the wings, per- 
mitted normal flying when they were 
in the upward position, that is, in line 
with the wings. When they were in 
the downward position, the ship could 
be flown and landed at low speeds. 


How the Tanager will affect the 
safety record of flying will not be 
demonstrated for some time. In the 
meanwhile, other experiments and 
improvements will be made. Accord- 
ing to the reports for 1929, the 
weather and darkness are held re- 
sponsible for only 5.53% of all acci- 
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dents. Yet, the weather continues to 
be one of the chief enemies of safe 
aviation. 


« ee 


HEN a high wind is blowing, 

even the most skillful pilot must 
stay on the ground. When fog lays a 
heavy blanket, pilots who have gone 
up, wish they had remained with their 
two feet firmly set on the ground. 
Rain, snow, and hail are always in- 
convenient, and frequently danger- 
ous. But of all the forces of the ele- 
ments, fog is the most feared and 
dreaded. 


How many men have been lost and 
how many planes cracked up because 
of fog, no one will ever know. Expe- 
rienced pilots and student flyers have 
been powerless when caught in a sea 
of fog. How to control the plane 
when the earth and the horizon and 
everything else is blotted out has been 
one of the jinxes of aviation. A few 
months ago, Captain Jimmy Doolittle 
demonstrated that with the aid of a 
new group of instruments that it is 
possible to fly blind and still make a 
safe landing. Capt. Doolittle sat in 
a cockpit which was entirely covered 
over so that he would have no view. 
Before him on the board were the 
three instruments which were to guide 
him safely to earth. There was an 
artificial horizon instrument which 
reproduced the position of the true 
and unseen horizon, and the position 
of the plane’s nose with respect to it, 
a gyroscopic compass which quickly 
indicated changes in the _ plane’s 
course, and a barometric altimeter to 
show how far the plane was above 
the earth. The last instrument is 
especially important when a plane is 
coming in for a landing. A radio 
beacon guided Doolittle directly to 
the field, and an extra pilot who sat 
in an uncovered cockpit, prepared to 
take control of the ship should the 
blind pilot give the signal, never did 
a stroke of work. 


Captain Doolittle’s flight has right- 
ly been heralded as one of the most 
significant achievements of the year 
in aviation. And the experimental 
work in blind flying still continues. 
During the last week of July, Capt. 
Arthur Page, of the Marine Corps, 
completed a blind flight of one thou- 
sand miles between Omaha, Ne- 
braska, and Washington. The flight 
was made along radio controlled air- 
ways. All take-offs were blind, but 
landings were controlled by another 
pilot who sat in an uncovered cockpit. 


There now remains little doubt but 
that within the next few years blind 
flying will be developed to such a 
point that all flyers will be able to 





“ride the beam” to a safe landing. 
The government is now working in- 
tensely on the perfection of the radio 
system which will be used for this 
purpose, and enormous strides have 
already been made. 

Undoubtedly, flying will be safer 
five years from now, than it is today, 
for many years’ developments will 
have been perfected by that time. But 
it also must not be forgotten that you 
and your neighbor can now, accord- 
ing to the statistics, fly 85,433 miles 
without even a minor accident. 

SOS 
American Mutual 
Liability Company 
Reports Gains 
URTHER strengthening of the 
financial position of the Ameri- 
can Mutual Liability Insurance Com- 
pany is reflected in the company’s fi- 
nancial statement for the first six 
months of 1930. The company’s to- 
tal assets of $23,722,531.73 represent 
an increase of nearly a quarter of a 
million dollars, as compared with the 
statement of December 31, 1929. To- 
tal liabilities are $19,633,567.80. The 
surplus of $4,088,963.93 is an increase 
of $27,577.41 over the last statement, 
while $250,000 has been added to the 
depreciation reserve, these two items 
together representing an increase of 
277,577.41 in total contingency 
funds. 

In commenting upon the company’s 
favorable showing during the first 
half of this year, Charles E. Hodges, 
president, said that, according to 
latest official reports, the volume of 
workmen’s compensation insurance 
written by American Mutual is now 
exceeded by only one company. 
American Mutual’s rise from third to 
second place in total volume of work- 
men’s compensation insurance is re- 
flected in the company’s showing for 
the calendar year 1929, as compared 
with 1928. 

During July, American Mutual de- 
clared its 504th consecutive dividend. 
This dividend was 20 per cent of the 
premium on all policies expiring dur- 
ing the month. The practice of the 
company is to pay dividends promptly 
after the expiration of the policy, and 
dividends have ranged from 20 to 65 
per cent. Every policyholder, since 
the company was organized forty- 
three years ago, has received back 
from the company a portion of his 
premium in the form of a dividend 
of 20% or more. 

During the twelve months ended 
June 30, 1930, American Mutual an- 
nounces that its earnings have been 
well above its present dividend rate of 
20 per cent. 
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Inland Transportation Insurance 


Bits of History and an Analysis of Various Underwriting Practices 
Having to do with Protection of Property from Perils in Transit 


HE first thought which occurs to 

the owner of valuable personal 

property is that insurance should 
be carried to indemnify for loss in 
case the goods be burned or stolen. 
The hazards feared are serious and 
the soundness of securing proper 
safeguards against them unques- 
tioned. But they do not comprise all 
the risks to which the property is ex- 
posed nor is the burglary and theft 
insurance obtained by the owner op- 
erative at all times, an important pro- 
vision of each contract stipulating 
that the insurance covers only while 
the property remains at a given loca- 
tion. Accordingly, a need frequently 
exists for types of coverage which 
will protect property devoted to per- 
sonal or family uses against many 
hazards and irrespective of its situs. 
This need has been supplied through 
inland transportation insurance, a 
number of the policies primarily de- 
vised for this purpose being set forth 
herein. 

It is interesting to note that many 
of these personal inland contracts are 
termed “floaters,” the expression in 
this connection particularty signify- 
ing that they follow the property. The 
reader will also observe as he studies 
these “floaters” that they generally 
contemplate protection against “all 
risks.” An important type of insur- 
ance which would logically be em- 
braced in this classification is “per- 
sonal effects insurance (including 
tourist baggage), the omission being 
attributable to the fact that the author 
has already described it in an article 
which appeared in the August, 1929, 
issue of this magazine. Another form 
of personal coverage especially useful 
to the householder moving his furni- 
ture and residential furnishings from 
one place to another, is the “trip 
transit policy,” previously cited in an 
article captioned “Insuring Domestic 
Shipments in Transit.” Further at- 
tention will be confined to forms not 
heretofore described in this series, but 
which are characteristic of the types 
of policies available though by no 
means comprising the entire list 
thereof. 

Fine Arts 

Collections of paintings, etchings, 
pictures, antiques, rare books and 
manuscripts, statuary, tapestries, 
bronzes and other works of art fre- 


By DAVID McCAHAN 


Assistant Professor of Insurance 
Wharton School of Finance and Commerce 


PART Ill 


quently represent a concentration of 
tremendous values. Whether located 
in the residence of a private collector, 
displayed in an art gallery, museum 
or some public building, being trans- 
ported to or from an exhibition, or 
being unpacked or repacked at the 
place of exhibition, the possible causes 
of loss or damage to the objects in 
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such collections are numerous. The 
need for sound insurance is apparent. 


In underwriting property of this 
character, an “all risks” insuring 
clause is used by a number of com- 
panies whereas others cover “against 
loss or damage by accident, collision, 
derailment, fire, theft or water, or 
loss or damage of any kind whatso- 
ever.” There seems to be little differ- 
ence between these, both containing 
certain exclusions. The hazards usual- 
ly excepted are loss, damage or de- 
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Constant Track Inspection Is the Price of Safety, Especially on Tracks Through 
Mountainous Areas 
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preciation occasioned by wear and 
tear, moths, vermin, deterioration, in- 
herent vice; caused by or during any 
process of cleaning, restoration, re- 
touching or repairing ; or due to pack- 
ing, crating, or handling by incompe- 
tent or inexperienced packers. No 
liability is assumed for risks of war, 
riots, strikes, labor disturbances, civil 
commotions, etc. Coverage as to some 
articles may be even more restricted 
than as described. Statuary, pottery, 
marbles, fine china and similar brittle 
articles, for instance, may not be in- 
sured against breakage unless at an 
additional premium. 

Fine arts insurance is ordinarily ef- 
fective only while the property is sit- 
uated at the premises of the insured 
as stated in the contract, but may be 
extended to apply when it is in transit 
by railway express or motor vehicle 
(meaning private automobiles and 
those of art firms, packers and ap- 
proved trucking companies ), and dur- 
ing exhibition at another location. If 
these latter privileges are to be exer- 
cised, suitable notice must be given 
to the insurer and additional pre- 
miums paid commensurate with the 
extra risks involved. A floater form 
is available solely to private individ- 
uals, and then only when their reputa- 
tion is of the very best and the moral 
hazard non-existent. This may be 
confined in scope to one city, a single 
state, or the United States and Can- 
ada, rates varying accordingly. 

Many works of art possess a mo- 
nopoly value. They cannot be dupli- 
cated and therefore are worth what- 
ever other art lovers are willing to 
pay to secure them. Accordingly, it 
is practically essential that a valued 
policy be used in order to obviate dis- 
agreement as to value at time of a 
loss. A schedule is therefore prepared 
when application is made for insur- 
ance stating the value of each item. 
This must be substantiated by the 
original bill of sale, evidence of the 
catalogue price, or the signed state- 
ment of an expert appraiser. The list 
of articles with the value of each, as 
thus shown, is attached to the policy, 
and serves as the basis for adjustment 
of claims in case of loss. 

In making rates, the usual prac- 
tice is to accept the fire contents rate 
per $100 on the residence or other 
building as the basis to which an ad- 
dition is made for the other hazards 
contemplated by the contract. The ad- 
ditional charge is made on a sliding 
scale plan, decreasing as the value of 
the collection increases. Thus, one 
company adds fifty cents to the fire 
contents rate for collections valued at 
less than $25,000 and fifteen cents for 
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collections valued at $500,001 up to 
$1,000,000, assuming risks are located 
in buildings of brick, stone, concrete 
or hollow tile construction within 
protected areas. Minimum rates may 
also be specified for each class. Rates 
on transit shipments are governed by 
the distance to be covered, the nature 
of the property, the percentage of 
value declared to the carrier and the 
type of conveyance. The rate charged 
by a number of companies on objects 
being displayed at exhibitions is the 
fire contents rate of the building plus 
fifty cents, but not less than seventy- 
five cents per $100. A short rate is 
charged for a term of less than one 
year. These same companies charge 
a minimum premium of $10 for the 
contract covering on premises and $5 
for the additional transit cover. 
Some companies do not solicit art 
dealers and will not insure them un- 
less there is some special reason which 
takes them out of the usual class of 
such concerns. Others will do so after 
complete investigation from the home 
office. One company offers a monthly 
reporting form of open policy to mu- 
seums, art galleries and dealers which 
covers at location and during transit, 
and another will extend the regular 
fine arts policy “to cover shipments 
of works of art for the account of 
commercial concerns, advertising art 
services, national advertisers, lithog- 
raphers, printers, and allied trades.” 
Jewelry and Furs 
sb [iE jewelry owned by Americans 
runs into many billions of dollars 
in value, the diamond wealth of our 
citizenry alone being estimated at ap- 
proximately four billions. Theft of 
property so readily portable, so easily 
concealed, so difficult to trace and 
so remunerative to the successful 
“crook” is but one of the numerous 
hazards, although very striking, with 
which the owner is confronted, so it 
is not surprising that a demand for 
adequate insurance should have de- 
veloped. Nor is it surprising to note 
that the president of a large insurance 
company recently stated that “from 
the point of view of premium income, 
the ‘all risks’ jewelry floater is one of 
the most important inland marine pol- 
icies.” Furs likewise represent highly 
concentrated values which are sub- 
ject to many of the same hazards as 
personal jewelry. Therefore, the two 
are frequently insured under the same 
policy although many companies 
write separate floaters on each and 
the holder of a personal effects or 
tourist baggage insurance contract 
may have them both covered therein, 
even at the residence of the insured, 
if an additional premium is paid. 





Moreover, as has been noted in Part 
IT of this article, a fur storer may ob- 
tain a master policy for the benefit 
of his customers, each individual fur 
owner being given a certificate of 
floater insurance. Inasmuch as the 
protection on either jewelry or furs 
is generally the same under a “jewelry 
and fur floater” as under a separate 
“jewelry floater” or “fur floater,” 
only the former will be discussed, 
thus avoiding duplication. 


Scheduled personal jewelry and 
furs (used for wearing apparel, such 
as coats, capes and neck pieces) which 
are the property of the insured or any 
member of the insured’s family per- 
manently residing with him are in- 
sured wherever the property may be, 
anywhere in the world, against “all 
risks,” with but a few exceptions. The 
usual exclusions are loss or damage 
occasioned by moths, vermin, wear 
and tear, gradual deterioration, war, 
insurrection, military or usurped pow- 
er, or illicit trade. Breakage of arti- 
cles of a brittle nature, unless attribut- 
able to burglars, thieves or fire, and 
breakage of glass, overwinding, dent- 
ing and internal damage of watches 
may likewise be eliminated. 

A schedule listing each item to be 
insured and its value is attached to the 
policy. All valuations must be defi- 
nitely established at the time of ap- 
plication either by bill of sale or by 
expert appraisal. Furs may be writ- 
ten at cost price when new but allow- 
ance is made for depreciation during 
the second and subsequent years. 
Thus, to determine the insurable 
value, one company deducts 20 per 
cent from the original new purchase 
price on garments one year old, 35 
per cent on those two years old and 
50 per cent on those three years old. 
Full insurance to value is customarily 
required and a 100 per cent coinsur- 
ance clause endorsed on the contract 
if it is not carried. Applicants are 
not encouraged to schedule articles 
valued at less than 100 and are not 
usually permitted to insure fountain 
pens, cigarette cases, shoe buckles, 
toilet articles and like property. 
Where any insured item consists of 
articles in a pair or set, the contract 
stipulates that the underwriter will 
not pay more than the value of any 
particular part or parts which may be 
lost, without reference to any special 
value which it may have as a part 
of such pair or set. 


A number of companies quote the 
following schedule of rates for jew- 
elry, and also furs when included in 
a jewelry schedule. 











$2.50 per $100 for first $5,000 
or part thereof 
$1.75 per $100 for excess of 
$5,000 up to $10,000 
$1.00 per $100 for excess of 
$10,000 up to $50,000 
$ .55 per $100 for excess of 
$50,000 up to $100,000 
$ .8834 per $100 for entire 
amount when it is in ex- 
cess of $100,000 
If the insured is willing to accept 
a $50 deductible clause, the premium 
on policies of $75,000 or less is re- 
duced 10 per cent, and that on policies 
in excess of $75,000, 5 per cent. The 
minimum premium is $30 for full 
coverage and $25 for a policy contain- 
ing the $50 deductible provision. 
When insurance is written on furs 
alone, the rate is usually two per cent 
and the minimum premuim $8. 

In order to obtain this insurance, 
an application blank containing infor- 
mation as to address, marital state, 
occupation, condition of property, 
previous losses, experience with other 
insurers, etc., must be submitted. Pro- 
fessional entertainers are not eligible, 
a condition of the policy warranting 
that the insured will not engage in or 
become connected with any form of 
professional entertaining during its 
currency. Divorcees, foreign residents, 
hotel residents, and students are not 
regarded as desirable risks. Although 
the physical hazard cannot be ignored, 
especially in sections wheré burglaries 
have been frequent, the moral hazard 
is of prime importance. Only persons 
of the highest character and having 
families likewise entirely beyond re- 
proach are solicited. Moreover, since 
the company assumes liability for 
articles lost or damaged through care- 
lessness, it is essential that applicants 
who are careless in their habits or 
who are prone to neglect their prop- 
erty should be declined irrespective 
of their integrity. 

SILVERWARE 

LTHOUGH silverware may be 
protected under a personal jew- 

elry policy by a special endorsement, 
the usual method is to insure it un- 
der a separate silverware floater which 
protects against “all risks” wher- 
ever the property may be in any part 
of the world. As in the case of most 
“all risks’? insurance, there are cer- 
tain exceptions. Thus, the company 
exempts itself from liability for loss 
or damage due to wear and tear, latent 
defect, deterioration, risks of war, 
contraband or illicit trade, and loss 
or damage sustained while the insured 
property is being worked upon if re- 
sulting directly therefrom. Damage 
due to denting, or breakage of glass 
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Railroad Yards Adjacent to Mississippi River at St. Paul, Minn. 


or other brittle parts is excluded un- 
less caused by fire, lightning or theft, 
or occasioned by collision, derailment 
or overturn of the vehicle in which 
the property is being transported. 
Each individual item must be sched- 
uled and separately valued, except in 
the case of flat silver which may be 
entered as one item, the number of 
pieces being stated however. Flasks, 
smoking implements, pens, pencils 
and personal jewelry of any kind are 
specifically excluded. When one item 
of a pair or set is lost, a provision 
similar to that discussed under the 
preceding section becomes applicable. 
Insurance of this type is not written 
for professional entertainers. A num- 
ber of companies charge the same 
premium, namely one per cent, with 
a minimum charge of $5. 
Musica INSTRUMENTS 
ARE and valuable musical instru- 
ments owned by private collec- 
tors, amateur musicians or profes- 


sional artists constitute another type 
of personal property which is particu- 
larly susceptible to loss. An “all risks” 
floater has accordingly been developed 
to cover specifically scheduled articles 
of this kind, the value of each be- 
ing declared at time of application and 
substantiated, if necessary, by the ap- 
praisal of a reliable musical instru- 
ment house. The usual exclusions are 
loss or damage caused by any process 
of refinishing; renovating or repair- 
ing ; dampness of the atmosphere ; ex- 
tremes of temperature; wear and 
tear; gradual depreciation; infidelity 
of insured’s employees or persons to 
whom the property is entrusted ; and 
risks of war, riots, strikes, labor dis- 
turbances and civil commotions. 

One company writes its “all risks’’ 
floater only for “private individuals 
of unquestioned standing who own 
rare and valuable instruments, artists 
who do solo work exclusively and first 

(Continued on Page 30) 
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Some Flat Notes in the Latest 
“Stock Company Blues” 


N an effort to cover up the blunder made by a stock 

company official concerning “34 states which ban 

mutual insurance on public property,” an article in 
the National Underwriter gently chides the agents who 
are using this argument, by pointing out to them that 
they are “harping on the wrong string.” The article 
admits that the mutuals have won the fight for a free 
field in writing public property business; and then ad- 
vises that since the calculated buncombe of Mr. Mac- 
Innes will not stand the light of day, the public even yet 
should somehow be hoodwinked into believing that the 
decisions had gone against the mutuals. 

Why not have done with such dissembling! Mr. Mac- 
Innes and his sponsors when caught red handed in the 
act of murdering the truth seek to obscure the issue by 
pointing in another direction. The mutuals are well 
satisfied with the decision of the Pennsylvania Supreme 
Court, and have been and are writing a satisfying amount 
of business on public property in that state. 

HAT the mutual insurance public wants to know is 

why the aforesaid stock company representatives set 
out in the first place to make such an outrageously un- 
true statement about mutual insurance and its relation to 
shoulder: Were these stock propagandists deliberately 
misconstruing the facts when making their “34 states” 
declaration? Did they study to twist the facts about in 
order to raise a specious argument against the mutuals ? 
Did they erect a false sign board to mislead those who 
want to know the road to the best and most economical 
insurance? Did they, in conference with their associates, 
concoct a canard, which in arrogance they thought would 
be accepted without investigation by present and pros- 
pective policyholders? Or if they did not, then they must 
confess to a colossal ignorance of the law and the trend 
of legal opinion in this country. Is there any answer to 
the above questions which can be made without shame- 
facedly acknowledging abject guilt ? 


If an error were admitted it might be forgiven, but 
with bold assurance these stock propagandists go forth 
to greater deeds of obscurantism. They say the case was 
sent back “for further consideration” and that “the Su- 
preme Court showed that it expected to have to pass on 
it again,—adding that “as so often happens when the 
lawyers on both sides misapprehend their case the Su- 


preme Court was not able to clarify the matter by a clean 
cut decision but had to send it back for a new start.” 


It would seem that the National Underwriter must 
have leaned too heavily on its confidence in the sources 
of its information, for the high standing of this publica- 
tion suggests that it would not have an editorial policy 
deliberately to mislead with spurious articles by unreli- 
able authors. The court did make some comment on send- 
ing the case back for further consideration, but on a 
point separate and apart from the main controversy, and 
having nothing to do with the sweeping decision for the 
mutuals. The decision that public property may be in- 
sured in a mutual company will stand because the court 
recognized it as good law, and as good law the decision 
will be used as the basis for similar decisions in other 
states. The stock agents have been harping on a wrong 
string, indeed, in declaring that 34 states ban mutual in- 
surance on public property, for the question has been 
settled in favor of the mutuals and stock insurance may 
as well face the truth. 

SOD 


HE obvious reason for all the above mentioned chi- 

canery is that the stock representatives are not so 
much wrought up about whether mutuals may insure 
public property, as they are about the success of mutuals 
in other lines as well. Thus the propaganda outfit seeks 
to prove by subtle innuendo that if mutual insurance is 
not good enough for the law to OK for public property, 
it is not good enough to protect any other kind of risk. 
It is but another link in the chain of biased information 
which is being placed to obstruct the insurance public. 

If the stock companies have a superior product to sell, 
why do they not submit facts and figures to prove it? 
‘rom reports reaching us from every side, it is indicated 
that ninety-five percent of the stock insurance agents, 
when confronted with mutual competition, use either one 
of two methods to combat it. They cut rates in one local- 
ity and thus discriminate against their other policy- 
holders, or resort to untruthful statements such as “you'll 
be sorry if you do,” “assessments will eat you up,” 
“It’s a socialistic form of insurance,” or “the law of the 
land is against it.” 

These arguments go ‘round and ‘round in a vicious 
circle, occasionally with a variation in color, but always 
the same in import. The latest variant of the assess- 
ment bogey, mentioned in the National Underwriter, is 
that assessment liability must be added to the figures 
submitted by a mutual when bidding for public prop- 
erty business, and therefore a mutual could never be the 
lowest bidder. 

The plain answer to this is that the stock companies 
must expect business men to be dense indeed to believe 
that the contingent liability possibility alters the case. 
They cite, for example, the mutual which was the prin- 
cipal in the Erie case. This mutual is 70 years old, has 
never levied an assessment and is one of the “factory 
mutuals group” whose stability and quality record is so 
high that a risk must be double A-1 to be accepted. And 
even if the assessment contingency possibility is added 
to the initial bid in this instance, the school board was wise 
enough to consider all angles of the situation and decide 
the question on its merits, knowing from experience that 
there is about as much chance of an assessment as that 
King George will arise in his shroud and demand a new 
tax on tea. 


DOoa> 
TOCK company proponents have too long considered 
J themselves immune from the penalties for publish- 
ing libelous statements about their competitors. But the 
(Continued on Page 17) 
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Life-Lights Against A Business Background 


VERYWHERE mothers have 
E, been busy getting Freddy and 

Betty, Bob and Florence ready 
for return to school, and Dad is sign- 
ing checks to pay for new suits and 
new dresses, books and tuition fees. 
Freddy and Betty are entering high 
school; Bob and Florence are about 
to register as freshmen in college. 
For each pair it is the beginning of a 
new adventure, an episode of great 
importance in the shaping of their 
still youthful careers. 


Mother’s hands work almost fever- 
ishly while her mind and heart are 
conscious that the “children are grow- 
ing up.” She is proud of them. She 
takes a loving joy in the score of 
things that must be done to see them 
well equipped for the experience they 
are facing, but the joy is mingled with 
an under-tone of scarce confessed re- 
gret that she is preparing them for a 
coming independence of her thought 
and care. Dad figures a little anx- 
iously just what it is going to cost to 
see Bob and Florence thru to gradua- 
tion, and into his calculations enter 
memories of his own school days— 
his college days, perhaps; altho it is 
not improbable that Dad never got as 
far as college. At Bob’s age he was 
sarning his own living, maybe, and 
contributing something to the home 
up-keep. Things have changed a good 
deal since then. 

There is a little sigh of regret as 
the last check is signed, and the pen 
goes back in his vest pocket—a sigh 
of regret for the educational opportu- 
nities he had to forego. Dad finds it a 
little difficult at times to keep up with 
even the knowledge which high school 
has given to his offspring. He wishes 
he had enjoyed their chance to know 
more about his world; about science 
and art and literature and history. If 
he could quit earning a livelihood for 
a year or two he feels he would like 
to go to college now. He would ap- 
preciate what it could give him so 
much more, he thinks, than these 
young people who are taking it with 
a seeming irresponsible delight in the 
possibilities it offers for what they 
call a “good time.” 

Well, of course, that is all dream- 
ing and impracticable. Tomorrow he 
must go back to the routine of the job 
—buying and selling, hiring and fir- 
ing, watching the pennies and saving 
the dollars. It is interesting, of course, 
after a fashion; but drudgery, and 
the work of keeping one jump ahead 





Back to School 


By S. J. DUNCAN-CLARK 


of the bills wears on a fellow at times. 
It has anxieties that are not always 
willing to be laid on the shelf when 
evening comes and the hour for 
dreams. 

There is so much of the world he 
would like to see if he could ever get 
off the tread-mill long enough, and 
feel himself secure enough to forget 
catalogs and bills of sale and contracts 
for a year or so. Well, some day, 
perhaps 





Sry 


UT in the meantime Dad should 

look about him a bit if he is really 
hungry for the larger life that educa- 
tion makes possible, and discover what 
resources lie at hand. Let him check 
up on his reading, for example. What 
does he read? How much of his little 
leisure is given to the newspaper and 
its ephemeral chatter about a thou- 
sand things that count for nothing in 
the making of a richer personality ? 
Why not spare a portion of the time 
for books that make contacts with in- 
teresting personalities, with  well- 
stored minds, with strange lands and 
strange people? Today a dollar will 
buy more of stimulating, mind-enrich- 
ing value between covers than ever 
before. What about the radio? What 
does Dad tune in on after a day at 
the shop or the office? He spent 
money to get a “selective” receiving 
set, but how “selective” is he in pick- 
ing his programs? There is the pos- 
sibility of developing a taste for good 
music in the radio if he will use it. 
Tune out the jazz and the crooning 
and the blue moaning, unwholesome 
products of a decadent tendency in 
our age, and tune in the selections 
from opera, the programs of cham- 
ber music, the reminiscent programs 
of the tuneful things a happier era 
used to enjoy. There is inspiration 
and instruction to be had for a mind 
that wants it. 

Has Dad paid any attention to the 
adult education movement? Does he 
realize that thousands of grown per- 
sons who missed college in their 
youth are getting more out of the op- 
portunities which this movement is 
creating than most students at the 
universities get out of their chances 
for learning? “Never too old to 
learn” is a proverb of long standing, 
but it has a new and bigger signifi- 
cance today. Learning is not difficult 
for adult minds if they can overcome 


the initial inertia which a long neg- 
lect of serious reading and the reflec- 
tive use of the mind has induced. It 
only needs a strong enough desire to 
conquer it. 

Reading courses, lecture courses, 
mutual study groups are multiplying 
all over the country. There are few 
towns where such opportunities do 
not exist. They are making it easier 
to keep up with Bob and Florence— 
to keep ahead of them, in fact. Dad 
need not sigh over his lost opportu- 
nities if he really wants to make con- 
tacts with the knowledge and culture 
of his time; he does not need to take 
two years off to go to college; he 
does not need even to travel around 
the world—the world is being brought 
to his door in books, in moving pic- 
tures, by radio. He needs only to 
make a wiser use of his scant leisure 
—to invest it with the same thought 
and thrift which he has employed in 
the investment of his money. 


Dad can go back to school if he 
truly wants to, and if he does he will 
be well rewarded. He will find life 
far more interesting, far more worth 
while. School is derived from a Greek 
word meaning leisure. By the sound 
and definitely planned use of a leisure 
too often frittered, all of us can make 
a happy, enriching, mind-broadening 
school for ourselves, no matter how 
old we are, what our job or where 


our home. 
Editorial 


: (Continued from Page 16) 
day is past when such methods will 
go unnoticed. Modern business de- 
mands honesty in all lines of com- 
mercial activity and mutual insur- 
ance having borne enough abuse, is 
turning to the law and to the search 
light of impartial investigation to 
bring to book those who seek to 
mislead for their own profit. 

The National Underwriter author 
advises the mutuals to “sing low” 
about the Pennsylvania decision, 
which statement is to be expected 
from the stock companies who are 
artists at singing low about many 
matters which have been happening 
lately to their disadvantage. But the 
mutuals are not singing low and have 
no need to in the light of their con- 
tinued successes. Which prompts us 
to remark that the latest edition of 
the Stock Company Blues as written 
by Mr. MacInnes, has in it some very 
rank notes of barber shop harmony. 
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VERY circumstance of weather, 

train schedule, sightseeing, hotel 
accommodation and vigor of sessions 
held, mingled to make a success of 
the 1930 Convention of the National 
Association of Mutual Insurance 
Companies and the Federation of 
Mutual Fire Insurance Companies. 

Starting on a special train from 
Chicago on August 12th, with the 
crowd augmented at Kansas City 
and Colorado Springs, the large 
group of delegates, in many cases 
accompanied by their families, not 
only cemented acquaintance during 
the five day trip, but viewed a great 
share of the scenic wonders of the 
west. 

Pike’s Peak, quaint Santa Fe and 
Albuquerque, the majestic Grand 
Canyon in Arizona, the mysterious 
desert wastes, the orange groves 
about San Bernadino and Pasadena, 
and finally the climate - famous Los 
Angeles itself, successively aroused 
the delighted interest of the crowd. 
Individual side trips made by some 
to the Broodmoor Hotel, to an au- 
thentic Indian pueblo, baking in the 
New Mexico sun, down the Bright 
Angel Trail at the canyon, and later 
to seaside resorts, to Catalina Island 
and to Tia Juana in Old Mexico, put 
an added zest in the vacationing, as 
did the return by routes varying from 
Yosemite, San Francisco, Portland, 
Seattle, the Yellowstone or Lake 
Louise, Banff and the Canadian 
Rockies. All in all it was a great big 
swing around a major travel circle 
reaching in some instances beyond 
six thousand miles in length. Not a 
few drove their own cars, even from 
far-eastern points, and reported the 
best of good luck all along the way. 


AR be it from us to dwell long on 
the story of the publication of the 
“Little Journal of American Insur- 
ance” on five mornings during the 
progress of the mutual special, but 
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Fire Insurance Companies Have Successful Sessi 


from comment received it is indicated 
that this paper, with its information 
about places to see and various stop- 
overs, personal items, news of the 
mutual world, crossword puzzles, 
household page and contests to be 
participated in by everybody, served 
to enliven the tour. 

The ladies on the train engaged in 
a bridge tournament on one after- 
noon, the play resulting in a series of 
interesting contests between the fol- 
lowers of Hoyle, Whitehead, Work 
and other founders of schools of 
philosophy concerning the great so- 
cial game. This feature was ably 
managed and constituted one of the 
high spots of all the incidents con- 
nected with the program of entertain- 
ment on the train. 


Other contests were the series of 
three sponsored by the Lumbermens 
Mutual Casualty Company. A com- 
mittee composed of J. J. Fitzgerald, 
chairman, M. P. Luthy and F. W. 
Purmort, had the whole train esti- 
mating the number of beans in a jar, 
the average age of the men on the 
train, and the number of employees 
in the Lumbermens Company. After 
an exciting tabulation of guesses, and 
adjustment of the results, the follow- 
ing were declared winners: 


FIRST DAY 
First Prize—Mrs. Geo. W. Miller. 
Second Prize — Mrs. Amanda 
Thomas and Mrs. Henry Cooper tied 
and drew lots, Mrs. Cooper winning 
second and Mrs. Thomas the third 
award. 


SECOND DAY 

Henry Weinbrecht, C. L. Frost, 
John Evans, Mrs. Charles Holtz, 
R. M. Rogers, Harlie E. Smith, Olive 
Miller Cummins and P. J. Shaw 
were all in the running, and when 
lots were drawn the first prize went 
to John Evans, second to C. L. Frost, 
and third to R. M. Rogers. 

THIRD DAY 

First Prize—Carl W. Trapp. 

Second Prize—A. E. Anderson. 

Third Prize—Julius Lambrecht. 

SOD 
T is interesting to record here that 
Mrs. Miller was also the closest to 
the actual number of the employees 
in the Lumbermens, but according to 
the rules two prizes could not be won 
by the same person. 

The awards were accident policies, 
and went to the “male heads of fam- 
ilies,” creating considerable amuse- 
ment when it was found that three 
women were at the top of the list in 
solving the first day’s problem. There 
was, however, a consolation box of 
candy, handed to each of the lady 
winners, as they relinquished their 
policy prizes to the men of the house. 

From this brief record it may be 
seen that the mutual migration to Los 
Angeles was exceptionally pleasing 
in the incidents which happened by 
the way. 

In the California city, the Biltmore 
Hotel gave a royal welcome to the 
delegates, with its spacious corridors, 
huge auditorium, and multiplicity of 
conference rooms. On Monday morn- 


Bil 











ie oe 
AWS 


% ans 
of 





uy, 


7 ao 








os Angeles Park During An Interval in Their Trip to Hollywood 


eld In Los Angeles 


Muiturance Companies and Federation of Mutual 
YESS 








ing the convention got under way and 
continued in session, broken into oc- 
casionally by sightseeing trips, until 
Friday. An efficient California Com- 
mittee, headed by Fred C. Cromer, 
with W. Dean Johnston, W. G. Wilde, 
John Huehn and W. M. Way, as as- 
sociates and cooperating with the 
busy Harry Cooper, guided the crowd 
as to details both of pleasure jaunts 
and the serious business of the con- 
vention. The Ladies’ Auxiliary Com- 
mittee, which took much care to see 
that the wives and daughters enjoyed 
themselves, was composed of Mrs. 
Fred C. Cromer, chairman, Mrs. 
A. C. Baker, Mrs. John C. Tyler, 
Mrs. L. H. Hepp and Mrs. W. Dean 
Johnson. 

The program was too lengthy for 
complete analysis in this issue, but a 
few outstanding features call for 
brief mention at this time. 

QO 

R. FLAGG spoke of National 

gatherings as great levellers, 
providing a period of examination 
and criticism and placing methods 
and results under close scrutiny. He 
stated that it is the duty of each in- 
dividual to blend the efforts he is 
putting into his own company with 
the efforts which every other man is 
using to strengthen his corporation. 

Touching briefly upon the long and 
honorable history of mutual insur- 
ance, he pointed out that, measured 
not by wealth but by the number of 
policyholder members, it is one of 
the largest service universities in the 
United States. He said that the orig- 


Biltmore Hotel In Southern California City 


inal motive behind these corporations 
was philanthropic. They were formed 
as another agency to encourage thrift. 
They were cooperative. Their policy- 
holders were the sole persons finan- 
cially interested. The surplus be- 
longed to the members. In these par- 
ticulars, the situation today is un- 
changed. They were built upon a 
principle which reached its high frui- 
tion in the development of the Church 
and the Constitution, Mutual Savings 
Banks, Mutual Insurance Companies 
and Mutual Educational Institutions. 

He referred to the strength of mu- 

tual insurance as being determined in 
large measure by its ability to achieve 
and preserve unity — which is im- 
paired if the members do not stand 
solidly together in meting it out at 
its best: 

(1) By adopting correct princi- 
ples. 

(2) By correct application of these 
principles, the first requiring 
knowledge and the second, 
good judgment and honesty of 
purpose. 

DSO 


E then discussed the rate situa- 
H tion and the matter of public 
relations and publicity, stating that 
when rightly understood, the assess- 
ment feature of mutuality is its 
strength. He emphasized selection 
and inspection as two pillars in the 
structure of the institutions. 

Three publications were mentioned 
which during the past year have 
served to carry the mutual message: 
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(1) “Fifty Years of Mutual In- 
surance,” a booklet compiled by the 


Mutual Fire Association of New 
England, devoting small space to its 
own history but a larger space to the 
principles and practices in the busi- 
ness. 

(2) “The Advantages of Mutual 
Fire Insurance from the Viewpoint 
of the Policyholder and the Mortga- 
gee,’ by former manager of the 
American Mutual Alliance, Harold 
P. Janisch. 

(3) “Mutual Fire Insurance—An 
American Institution,” which was 
well put together by the Federation 
of Mutual Fire Insurance Companies. 

Bearing on the personnel problem, 
he referred to the seller of the prin- 
ciple of mutuality, the tactful, skilled 
inspector of risks and the sympa- 
thetic, upright, intelligent adjuster, 
each as an educator, and commended 
insurance library or institute lectures 
and courses. 

He mentioned the Inter-Competi- 
tion problem, also the State Associa- 
tion problem, urging attendance at 
meetings of the Association and co- 
operation in its efforts. 

He also touched upon the uniform- 
ity problem, emphasizing loyalty to 
the principles of the business ; and re- 
ferring to adjustment questions, said 
that since the loss sufferer is tem- 
porarily and temperamentally upset: 
the most sympathetic and fair and 
punctual treatment is his due; there 
is no better business producer than 
in the form of a loss paid not only 
promptly but cheerfully. 

OOS 


ISCUSSING the problem of un- 
derwriting, he outlined the func- 
tions of an underwriter as follows: 
To understand his business and 
maintain good practice. 
To select risks carefully. 
To watch the experience on the 
business written; to retire from the 
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unprofitable and be as watchful for 
the development of new profitable 
classes. 

To study loss claims that preven- 
tive measures may be at hand. He 
stated that there is probably no busi- 
ness which requires such a breadth of 
knowledge; in the passage of risks. 
A competent underwriter must have 
a knowledge of psychology, physics, 
chemistry, architecture, agriculture, 
markets, finance, etc., etc. Only a few 
have acquired other than a smatter- 
ing of these sciences and yet every 
one of them enters directly into the 
hazards of the business. 

He emphasized the underwriter’s 
duty to his company and to his poli- 
cyholders to accept quality business 
only, and referred to the effect of the 
ever changing commercial, financial 
and social conditions upon both phys- 
ical and moral hazards of the busi- 
ness. 

Mr. Flagg expressed confidence 
that those whose judgment is re- 
spected and whose knowledge is wide, 
will continue to say, in years to come 
that mutual insurance is one of the 
finest products of American Life, a 
business that preserves and_ lifts 
higher our common ideals. In con- 
clusion he voiced the hope that if his 
words should have no other effect, he 
would be satisfied if they served to 
impress the wise employment of new 
methods and carefully trained men 
in carrying out the changing condi- 
tions of the business. 

A pleasing incident was the pub- 
lishing of a much appreciated editorial 
on Mutual Insurance by the 
Angeles Times on August 20th. This 
comment is quoted below. 

OT dramatic, not spectacular, not sen- 

sational in its methods or achieve- 
ments, the convention of the mutual in- 
surance companies, nevertheless, repre- 
sents one of the brightest agencies our 
civilization has produced for stabilizing 
the brotherhood of man. Los Angeles is 
honored in acting as host to the 1200 or 
more delegates who have come to our city 
to advance the cause of mutual insurance 
at their thirty-fifth annual convention. 

We as children of this modern era are 
pardonably proud of listing the many con- 
cerns and societies devised in the name of 
charity—from the Red Cross to the Com- 
munity Chest—for relieving the distress 
and suffering of the poor and needy, left 
in less enlightened ages to the tender 
mercy of chance and the elements. But of 
all the noble and deserving and capable 
labors of love carried on for the honor of 
our common humanity, none has gone so 
far in defeating misfortune and reducing 
life’s hardships as the grand marshaling of 
a nation’s strength represented by our mu- 
tual insurance companies. 


Los 


Sm 


W E. STRAUB, president of the 
¢ Farmers’ Mutual Insurance Com- 
pany of Nebraska, told the convention that 
economic losses due to premature death 


and preventable illness in the United States 
amount annually to $6,000,000,000. How 
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many men and women realize the addi- 
tional loss this would entail were it not 
for the provision made by the insurance 
companies, built from the individual of- 
ferings of millions of small subscribers 
into a bulwark and rampart against the 
consequences of unforeseen sickness and 
sudden death? How many appreciate the 
potency of this major factor in the eco- 
nomic welfare of the United States? 

Mutual insurance is the faith of man in 
his fellow-man embodied in gold and sil- 
ver. It goes further than charity. It has 
achieved in group assistance what Com- 
munism can never achieve. If one wanted 
to measure the moral, the progressive, the 
strong and helpful attributes of a nation, 
no better criterion could be chosen than 
the wealth invested in mutual insurance. 
There are many pillars supporting the 
temple of our American civilization, 
churches, schools, libraries, fraternal so- 
cieties, law and order organizations—but 
if the great central pillar of mutual insur- 
ance were removed the whole structure 
would totter. 






HON. 
OSCAR W. SMITH 
President 
California State 
Association of 
Mutual Insurance 
Companies 


SANTA BARBARA, 
CALIF. 


FRED C. 
CROMER 
Chairman 
Committee on 
General Arrange- 
ments ; Secy.-Treas. 
California State 
{ssociation of 
Mutual Insurance 
Companies 


Los ANGELES, 
CaLir. 


R. W. S. HUEBNER, who be- 

cause of his vigorous person- 
ality and wide grasp of insurance 
learning, has become a_ favorite 
speaker at mutual conventions, 
brought another of his interesting 
messages to the joint session. 

Dr. Huebner said in brief that in- 
surance should be looked upon as a 
distinct and integral part of eco- 
nomics, just as exchange, distribu- 
tion, and consumption are definitely 
linked up with commerce. It is, he 
declared, a major division of eco- 
nomics in itself and should have at- 
tention as such, since its mission is 
risk bearing and risk elimination. 





The speaker advocated that since 
insurance is of such fundamental im- 
portance, it should be the object of 
the most intensive study, both from a 
practical and theoretical standpoint. 

OO 

OING farther with this idea he 
ts strongly suggested that a specific 
standard should be formulated for 
insurance experts to achieve. In his 
opinion there should be created the 
titles of Certified Fire Underwriter 
and Certified Casualty Underwriter 
to correspond in prestige to the C.P.A. 
title of the Certified Public Account- 
ant. While it was not expected that 
all insurance workers would attain 
this high standard it was Dr. Hueb- 
ner’s idea that everyone in the busi- 
ness should aspire to reach it it pos- 
sible, and thus the industry as ua whole 
would gain by an advance in knowl- 
edge. 

Dr. Huebner’s remarks so im- 
pressed the convention that a com- 
mittee later conferred with him, hav- 
ing the end in view of adopting some 
of the suggestions he made which 
might be applied to present day mu- 
tual conditions. 

Other featured addresses before 
the Convention will be reviewed in 
later issues of the Journal. 


Motor Insurance Rates 

Editorial in Salem (Mass.) Evening News 
NNOUNCEMENT has _ been 
made that a general increase in 
motor car insurance rates can be ex- 
pected next year. This may start 
renewed agitation for some kind of 
state action to provide cheaper insur- 
ance. The most hopeful way of get- 
ting those rates down is to reduce the 
number of accidents. Many of the 
people who complain about high rates 
are, no doubt, drivers who take too 
many chances, and who help keep 
these rates up by becoming involved 
in smash-ups for which compensa- 
tion has to be paid. The whole state 
is thus paying the bill for the indecent 
haste with which a large part of the 
automobiles are operated. The cost 
will continue to be high until some 
better method of dealing with auto- 
mobile drivers is discovered. There 
are ways by which the necessity for 
greater prudence could be enforced 
on the public mind. But they would 
interfere with so many people who 
have influence and votes, that so far 
public sentiment has not demanded 
the measures which are really needed. 
Edward E. Jameson for many 


years a Director of the Twin Mutual 
Insurance Companies, Boston, passed 
away recently at his home in Wollas- 
ton, Quincy, Massachusetts. He was 
long identified in the printing press 
industry. 
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In a Wreck When Fire Occurs, Destroying Goods in Transit, the Time Element Often Puzzles the Courts 


Valuation To Measure Fire Losses 


Discussion of Cases Concerning Recovery Under the Terms of the 
Standard Fire Insurance Policy 


P to the present point the whole 
| | question has turned on the in- 
terpretation by the court of 
the meaning of cash value as that 
term is used in the various standard 
policies. It remains now to discuss 
what, if any, effect on the measure of 
recovery results from the addition of 
the so-called limiting clause in the old 
and the new New York types of pol- 
icy. The presence of these clauses is 
designed in effect to base the recovery 
on cash value or on cost of replace- 
ment, whichever is less. Whether or 
not in practice, however, the limiting 
clause has any significance depends on 
the question whether it is ever made 
to apply in a case where a court would 
interpret “cash value” itself as being 
something higher than ‘replacement 
cost.” The preceding section has 
made it clear that the court is seldom 
disposed to measure “cash value” at 
any figure in excess of replacement 
cost new, although it is frequently 
ready to reduce the value below that 
figure by virtue of depreciation and 
other factors. There are a few cases, 
however, in which the “cash value” 
rule, pure and simple, would seem to 
result in a larger recovery than re- 
placement cost new, and it is in those 
cases that the limiting clause may 
have a possible effect. 
Before an answer can be given to 
the influence of the limiting clause on 


By JAMES C. BONRIGHT 
and DAVID KATZ 


From the November, 1929, Issue of The Columbia 
Law Review. 


PART IV 
EFFECT OF THE LIMITING CLAUSE ON 
THE MEASURE OF RECOVERY 


This is one of a series of articles pre- 
pared by the writers and their associates on 
the judicial valuation of property for dif- 
ferent purposes The completed study will 
be published in monograph form, under 
the auspices of the Columbia University 
Council for Research in the Social Sciences. 





the cash value ruling, it is necessary 
to note more precisely what this 
clause is interpreted to mean. The 
phrasing of the old New York policy 
differs at this point from the phras- 
ing of the newer New York policy. 
According to the former, it is pro- 
vided that the actual cash value 
“shall in no event exceed what it would 
then cost the insured to repair or replace 
with material of like kind and quality.” 
According to the revised policy the 
company 

“does insure to the extent of the actual 
cash value (ascertained with proper deduc- 
tions for depreciation) of the property at 
the time of the loss or damage, but not ex- 
ceeding the amount it would cost to repair 
or replace the same with material of like 
kind and quality, within a reasonable time 
after such less or damage.”7§ 


It is proposed to consider first the 
effect of the old limiting clause, re- 
serving for later discussion the pos- 
sible influence of the amendment. 


79 


With one noted exception,” the 
only cases in which the limiting clause 
has been invoked to reduce the meas- 
ure of damage below what the court 





, 

78See page 862 supra. The wording of 
this statute must disturb the lover of nice 
phraseology in view of the fact that the 
limiting clause is made to appear as a qual- 
ifying definition of cash value, whereas it 
is really a measure Df recovery alternative 
to cash value. 


™Texas Moline Plow Co. v. Ins. Co., 
supra note 29. The plaintiff was a dealer 
in plows, and his place of business was in 
San Antonio where the plows were de- 
stroyed. It was impossible to purchase or 
replace these plows at San Antonio, and 
the plaintiff therefore argued that “cash 
value” must be fixed at the price for which 
plaintiff might have sold the plows. The 
company argued that the policy limited 
recovery to the cost of replacing the plows. 
Whereupon the insured replied that he 
could not “then” replace them at any price 
and hence that the limiting clause did not 
apply. The trial court found that plaintiff 
had in fact replaced the plows within thirty 
days after the fire and it awarded only re- 
placement costs. The plaintiff appealed 
and in affirming the lower court the upper 
court held the limiting clause to be appli- 
cable on the theory that “then” meant a 
reasonable time, and that under the cir- 
cumstances plaintiff had replaced within a 
“reasonable time.” See p. 892 infra. 





22 


would call the “cash value” of the 
property are cases involving manu- 
factured goods destroyed in the hands 
of the manufacturer. The probable 
reasons why the limiting clause has 
not been involved in other litigated 
cases are that with respect to goods 
in the hands of dealers cash value it- 
self is generally interpreted as lim- 
ited to replacement cost, whereas with 
respect both to buildings and to chat- 
tels held for use the factor of depre- 
ciation would generally reduce the 
estimate of cash value to a point be- 
low the limit of replacement cost new. 
In the case of manufacturer’s goods, 
however, it has been held that cash 
value means the manufacturer’s sell- 
ing price rather than cost of manu- 
facture, and the question has, there- 
fore, arisen on several occasions 
whether the limiting clause may not 
be held to modify this rule by limiting 
recovery to manufacturing costs. The 
fact that the old New York policy 
specifically states “what it would cost 
the insured” to replace the property 
strongly suggests that manufacturing 
cost rather than cost of replacement 
in the market would be required. 


UST such an interpretation of the 

limiting clause has been made by 
one court in Standard Sewing Ma- 
chine Company v. Royal Insurance 
Company.*® In this case the witness 
for the plaintiff, who was the in- 
sured, had been asked to state what 
it would cost to replace the destroyed 
sewing machines with materials of 
like kind and quality. Before reply- 
ing he asked whether he should an- 
swer that question as a manufacturer 
or as a purchaser in the market. The 
question was then rephrased so as to 
call for purchase price on the market. 
Defendant objected and on an award 
of cost of replacement on the market 
he appealed. In reversing the award 
the upper court, after quoting from 
the language of the policy, said: 


“It is evident that in his ruling as to the 
measure of damages, the learned trial 
judge did not properly construe this pro- 
vision of the contract between the parties. 
The plaintiff was the ‘insured’ and was the 
manufacturer of these machines. Under 
the clause of the policy just quoted the loss 
could ‘in no event exceed what it would 
then cost the insured to repair or replace 
the same with material of like kind and 
quality.. The court failed to give due 
weight to this provision of the policy. The 
actual cash value of the property at the 
time of the fire was the measure of dam- 
ages, but it could not exceed what it would 
cost the insured to replace it. This would 
exclude the market value of the property 
as a measure of damages and would permit 
the plaintiff to recover only what it would 
cost him, the insured who was the manu- 
facturer, to replace. The language of the 
policy is plain and unambiguous, and the 
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court should have interpreted it and given 
the jury the measure of damages sug- 
gested.” 





The above case seems to be the 
only reported case in which a court 
has construed the limiting clause of a 
New York standard policy as pre- 
venting a recovery of more than man- 
ufacturing costs.* All the other cases, 
in fact, seem to go the other way.** 
A study of the fact situation in these 
apparently contradictory holdings, 
however, suggests that the cases are 
to be distinguished. In the Standard 
Sewing Machine case there is no evi- 
dence, so far as one can judge from 
the opinion, that the plaintiff Sewing 
Machine Company could not have 
manufactured within sufficient time 
to avert a loss of his market.** In all 
the other cases, however, it is made 
fairly clear that remanufacture could 
not take place except after an embar- 
rassing length of time. While some of 
the opinions in these cases seem to say 
that manufacturer’s selling price is 
always the rule, despite the presence 
of a limiting clause,** the actual de- 
cisions can be well reconciled with 
the view that under a limiting clause 
replacement cost by a manufacturer 
is accepted wherever remanufacture 
in a “reasonable time” is feasible but 
that replacement cost in the market 
(that is, manufacturer’s selling price ) 
is accepted whenever the time re- 
quired for remanufacture would be 
deemed “‘unreasonable.” Indeed, the 
language of several of the opinions 
themselves implies this distinction. 


It will be recalled in this connec- 
tion that the old form of the New 
York policy limits recovery to what 
it would then cost to replace and that 
there is nothing about replacement in 
a “reasonable time.’ Obviously, how- 
ever, if the limiting clause is to be 
deemed of any force whatever, the 
word “then” must be construed very 
loosely, since an immediate replace- 
ment in the strict sense of the word 
is invariably out of the question. The 
cases have, therefore, interpreted the 
phrase “what it would then cost” to 
mean “‘what it would cost in a reason- 
able time.” They have not been clear, 
however, as to just what is the test of 
“reasonable time.” In itself the term 
is ambiguous. It might be interpreted 
as such a time as would reasonably be 
required to remanufacture the prop- 
erty in view of all the circumstances 
of the case. For example, a reason- 
able time in which to replace a certain 
type of building might be one year, 
while a reasonable time in which to 
produce well-seasoned whiskey might 
be five years. On the other hand, the 
term “reasonable” may conceivably 





refer to the question whether the time 
necessarily required for remanufac- 
ture is so embarrassingly long that 
the owner of the property could not 
fairly be expected to wait until he 
could replace the goods in this way. 
According to this interpretation a 
manufacturer of seasonal products 
who could remanufacture his goods 
only after the season had closed might 
argue that selling price rather than 
cost of manufacture should govern 
his recovery on the ground that he 
could not manufacture in a “reason- 
able time.” This second interpreta- 
tion seems to have been accepted by 
the courts, at least in the case of goods 
in the hands of manufacturers. 


In Texas Moline Plow Company v. 
Niagara Fire Insurance Company” 
the insured company, which was a 
wholesale dealer, claimed that the de- 
stroyed machines should be valued at 
the amount for which they could be 
sold to dealers since it was impossible 
to make an immediate replacement at 
the time of the fire. The insurer, on 





89201 Pa. 645, 51 Atl. 354 (1902). 


81Under another form of policy, how- 
ever, the Michigan Supreme Court has also 
limited recovery to manufacturing costs. 
Chippewa Lumber Company v. Insurance 
Company, 80 Mich. 16, 44 N. W. 1055 
(1890). Here, however, the policy read: 

“The cash value of the property .. . 
shall in no case exceed what would be the 
cost to the assured at the time of the fire 
of replacing the same and in the event of 
any claim... of any manufacturing estab- 
lishment, the measure of damage shall in 
no case exceed the actual cost of produc- 
ing the same.” (Italics ours.) 

In another case under the more usual 
form of standard policy the same court 
held that market value rather than manu- 
facturer’s costs might be recovered, and it 
distinguished the standard type of policy 
from the one that was involved in the 
Chippewa Lumber case. Mitchell v. Insur- 
ance Company, 92 Mich. 594, 52 N. W. 
1017 (1892). 


82Hartford Fire Ins. Co. v. Cannon, 19 
Tex. Civ. App. 305, 46 S. W. 851 (1898) ; 
Va. Fire Ins. Co. v. Cannon, 18 Tex. Civ. 
App. 588, 47 S. W. 945 (1898); Mitchell 
v. Ins. Co., supra note 81; Frick v. United 
Firemens Ins. Co., 218 Pa. 409, 67 Atl. 743 
(1907); Phillips v. Home Ins. Co., 128 
App. Div. 528, 112 N. Y. Supp. 769 (ist 
Dept. 1908) ; Mechanics Ins. Co. v. Hoover 
Distilling Co., 182 Fed. 590 (C. C. A. 8th 
1910) ; Fisher v. Crescent Ins. Co., 33 Fed. 
544 (C. C. W. D. N. C. 1887); Globe & 
Rutgers Ins. Co. v. Prairie Oil & Gas Co., 
248 Fed. 452 (C. C. A. 2d 1917). 


83It is impossible to ascertain the exact 
situation from the opinion. It seems, how- 
ever, that the Sewing Machine Co. had 
made a contract of sale, retaining title to 
the machines and that at the time of the 
destruction the machines were on the prem- 
ises of the vendee. For all that appears 
the company, if required, could have re- 
placed these machines from stock. 

84Mitchell v. Ins. Co., supra note 82. 


85Supra note 79. 











‘the other hand, claimed that the limit- 
ing clause of the type of the old New 
York policy applied and pointed out 
that the insured did, as a matter of 
fact, replace the machines within 
thirty days after the fire. The court 
held for the defendant insurance 
company. 

“What it would ‘then’ cost to replace,” 

said the court, “did not mean what it 
would cost to replace instanter, but rather 
what it would cost to replace within a 
‘reasonable time’.” 
For some reason that was not stated, 
it apparently felt that thirty days in 
this case did constitute a reasonable 
time. 

There are other cases in which a 
court has refused to apply the limit- 
ing clause on the ground that replace- 
ment within a reasonable time was 
impossible. In Phillips v. Home In- 
surance Company,*® straw hats which 
had been finished, sold and cased for 
shipment were destroyed while in 
the hands of the manufacturer. The 
ordinary time for remanufacture of 
the hats was found to be four months, 
but in this case the insured’s factory 
was destroyed and it would take a 
considerable time to reconstruct. No 
other mill could be procured for mak- 
ing the hats, nor could they even be 
purchased on the market. In view of 
this state of facts the court remarked : 

“There would be no difficulty in deciding 
the question and doubtless no controversy 
except for the clause of the contract pro- 
viding that the loss or damage ‘shall in no 
event exceed what it would then cost the 
insured to repair or replace the same with 
material of like kind and quality.” Without 
this clause the actual cash value must be 
conceded to be the measure of damage. 
Whatever may be the rule with respect 
to ordinary manufactured articles, and 
whether under ordinary circumstances the 
manufacture under this clause 
would be the measure of loss, we are of 
opinion, under the facts as stipulated, that 
the plaintiff is entitled to the actual cash 
value and is not limited to the cost of 
manufacture. ... Under the facts as stip- 
ulated it is impossible to apply the clause 
respecting repair or replacement. The 
plaintiff could neither buy them nor could 
he manufacture them in time to be of any 
value. There is no other mode, therefore, 
under the contract of ascertaining the 
plaintiff's loss except by taking the actual 
cash value which is conceded to be the 
price at which they were contracted to 
be sold.” 

In another case, Mitchell v. St. Paul 
German Fire Insurance Company,* 
lumber had been destroyed in the 
hands of a mill owner. The owner 
possessed a large tract of timber from 
which lumber of like kind and quality 
could be manufactured, and the de- 
fendant insurance company argued 
that, by virtue of the limiting clause, 
recovery should be limited to what it 


cost of 


86Supra note 82. 


87] bid. 
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would cost the plaintiff to replace the 
burned lumber by cutting from his 
own land and by the use of his own 
mill. The defendant further argued 
that the word “then” in the policy did 
not call for immediate replacement, 
since that would not be possible even 
by purchase in the open market. In 
finding for the plaintiff the court 
pointed out that a tremendous quan- 
tity of lumber had been destroyed, 
namely 16,000,000 feet, and that it 
might take from six months to a year 
to replace it by the method suggested 
by the defendant. The court accord- 
ingly held that the insured might re- 
cover “market value” in the sense of 
the current selling price of the lum- 
ber and that the limiting clause did 
not here apply. Just why the court 
felt a period of six months to one 
year was too long to be “reasonable” 
does not appear from the opinion, 
since the facts did not make it clear 
whether the mill owner still had in his 
yards enough unburned lumber to 
supply all the requirements of his 
sales up to the time when he might 
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have replaced the destroyed lumber 
by remanufacture. There is language 
in this opinion which suggests that, to 
this particular court, cost of replace- 
ment in the market rather than cost of 
manufacture is the invariable rule, to 
be applied regardless of the question 
whether or not remanufacture could 
take place in a “reasonable time.” 

“We are unable to agree with the learned 
counsel for the defendant that the contract 
is to be construed any differently in this 
case than though the plaintiffs had no 
stumpage of their own, and no mill by 
which they could manufacture lumber. It 
means that the plaintiffs had the right, on 
the date of the fire to recover from the 
defendant such an amount of money as it 
would cost them to replace the lumber, or 
in other words, the market value of the 
lumber at the date of the fire.” 


If the decision is fairly to be con- 
strued as broadly as this language 
suggests, it would seem to be out of 
line with the general run of the cases. 


DOD 
ITH respect to whiskey de- 
stroyed in the hands of a dis- 
tiller, it has been held that if this 
whiskey is aged the manufacturer 
(Continued on Page 27) 
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Acquisition Costs 


(Continued from Page 8) 


the 20% commission to agents repre- 
senting only association companies, 
or a choice of a graded scale of 15% 
and 25%. Agents having a mixed 
representation of association and non- 
association companies are allowed 
only the graded commission scale. 
Here again the higher rate of com- 
mission is allowed on the more desir- 
able classes of business. 


Excepted Territories 

“The cities or areas recognized by 
the underwriters’ associations as be- 
ing subject to special exemption from 
the rules of the underwriters’ associa- 
tions and subject to excepted treat- 
ment, are as follows: 

District of Columbia 

Baltimore 

Philadelphia 

Alleghany County, Pa. 

New York City 

New York City Suburban 

Buffalo 

State of New Jersey 

City of Detroit and Wayne County, Mich. 

City and County of St. Louis, Mo. 

City and County of Milwaukee, Wis. 

City of Chicago and Cook County, III. 

Louisville, Kentucky 

Cleveland and Cuyahoga County, Ohio 

Cincinnati, Ohio and the adjoining Kenton 
and Campbell Counties, Kentucky 

“It would also appear that other 
cities or areas are recognized as ex- 
empt from the general rules, by tacit 
agreement, as for example Boston and 
Worcester. 

“The rates of commission allowed 
in excepted territories are in general 
higher than those prevailing in ordi- 
nary territories and in addition, it is 
found that a contingent commission 
is allowed on the net profits of the 
business. 


Manner of Grading Commission 


Scales 
“In general it would appear that 
public buildings, apartments and 
dwellings and their contents, and 


apartments and dwellings with mer- 
cantile occupancy on the grade floor 
are recognized as the most preferred 
The lowest rates of commis- 
sion generally prevail on risks in- 
volving serious fire hazards with high 
rates and concentrated values. The 
rates of commission allowed by the 
underwriters’ associations in ex- 
cepted areas run as high as 30 and 
35% on preferred classes with an 
additional contingent commission of 
5 or 7%4% on the net profits of the 
business. 


class. 


Replies to Questionnaires 
“In answer to the Committee’s 
questionnaire the vast majority of 
companies alleged that they were 
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paying the commissions authorized 
by the underwriters’ associations in 
which they have membership. In ex- 
cepted areas most companies admitted 
paying on preferred classes commis- 
sions of from 30 to 35% plus a con- 
tingent commission on the net profits 
of the business. In a few instances 
companies admitted paying commis- 
sions in excess of the underwriters’ 
associations’ scales, both in ordinary 
and excepted areas.” 

The list of witnesses included Mr. 
Edward, President of the Eastern 
Underwriters’ Association; Mr. C. R. 
Street, President of the Western Un- 
derwriters’ Association; Mr. J. G. 
Lee, Chairman of the American As- 
sociation of General Agents; Mr. 
Neal Bassett, President of the lire- 
men’s Insurance Company ; Mr. E. C. 
Jamison, President of the Globe & 
Rutgers Fire Insurance Company ; 
Mr. Alfred F. James, President of 
the Northwestern National Insurance 
Company; and Mr. Sidney R. Ken- 
nedy, President of the Buffalo Insur- 
ance Company. 

These speakers voiced opinions dif- 
fering somewhat widely in detail, but 
generally deploring the chaotic con- 
dition into which the commission sit- 
uation had drifted, and in the main 
offering to cooperate with the Com- 
missioners in their efforts to remedy 
various troubles. After summarizing 
the comments of the above, the Com- 
mittee report continued to express its 
conclusions as follows: 

“Due to the varied methods of ac- 
counting and the lack of expense 
analysis by class of business, the 
Committee found a comparison solely 
of acquisition costs of the fire com- 
panies impossible. A comparison, 
however, of the total expense ratios, 
produced very definite indications 
that the expenses of transacting busi- 
ness by fire insurance companies is 
consuming a far greater proportion 
of premium income than had been 
the case in previous years. 

“An examination of the expense 
ratios of a number of the larger com- 
panies indicates that underwriting ex- 
penses today consume approximately 
6% more of the premium income than 
they did ten years ago. In the case 
of the smaller companies, this condi- 
tion presents an even greater in- 
crease, 


Conclusions of the Committee 


“As a result of its investigations 
this Committee is convinced that the 
trend of expense ratios in the fire in- 
surance business, largely attributable 
in its opinion, to unhealthy competi- 
tion in the acquisition field, presents 
a condition which may well be viewed 
with alarm by company officials and 





insurance commissioners. While it 
is true that favorable loss ratios in 
general have within the past few 
years protected companies against 
underwriting loss, it must be recog- 
nized that, to the extent that the in- 
creased expense ratios represent un- 
necessary cost, whether in connection 
with unprincipled competition or 
otherwise, companies are prevented 
from affording the public the full 
benefit of rate reductions that would 
otherwise be available without in any 
way impairing surplus and reserve ac- 
cumulations necessary to fortify com- 
panies against conflagrations or other 
catastrophes. 

“It is the opinion of this commit- 
tee that much of the increased cost 
results from the appointment of un- 
necessary and unqualified agents, and 
the payment of commissions to many 
agents beyond the fair value of the 
services performed by them. This 
condition has the effect of imposing 
upon the companies, burdens that 
should be borne by their agents, and 
impels the qualified, responsible and 
service-giving agent to demand and 
seek greater compensation to offset 
the inroads made in business that 
would otherwsie have normally been 
placed through him and made it un- 
necessary for him to seek such in- 
creases. 

“A further cause for the increased 
cost in connection with the acquisi- 
tion of business has been the great 
increase in the number of companies 
and their capitalization within recent 
years. In the case of the older com- 
panies with increased capitalization, 
it was natural that an attempt be made 
to maintain at least the same relative 
proportion between premium income 
and capitalization as had previously 
existed. In the case of the new com- 
panies, it was apparently felt that 
some inducement should be offered in 
the form of commissions and allow- 
ances to influence business to flow 
into their offices. 

“It would appear that if present 
events are permitted to continue their 
natural course the public will be re- 
quired to pay for the indemnity fur- 
nished, a cost greater than the value 
thereof, or in the event that the au- 
thorities vested with the power to 
regulate rates refuse to recognize ex- 
pense loadings predicated upon what 
are apparently unsound business 
methods, it is apparent that many in- 
surance companies will face financial 
loss unless conditions are corrected. 
Recommendations of the Committee 

“The following are recommenda- 
tions which the Committee urges the 
Convention to adopt as an expression 
of its views, with particular reference 
to the fire insurance business : 











“1. That the insurance companies be urged 
to co-relate the activities of the various 
underwriters associations under a single 
National association. 

2.That the companies continue to en- 
deavor, with the counsel and support of 
this Convention, to secure greater stand- 
ardization of commission scales and the 
affiliation with the underwriters associa- 
tions, of all important companies. 

3. That commission scales countrywide, 
both for so called ordinary and excepted 
areas, be reviewed by the underwriters 
associations with the advice and counsel 
of the various agents’ and brokers’ as- 
sociations and the various insurance com- 
missioners, with a view of attacking the 
source of existing abuses and securing 
greater standardization on the basis of a 
commission program that is not only fair 
to the public, the agents and brokers and 
the companies, but also is more enforce- 
able. 

4. The attention of the companies and the 
members of this Convention is directed 
to the fact that the root of the excess 
commission evil, both for lines of busi- 
ness and particular territories, is fre- 
quently found in the existence of an im- 
proper rate level. The companies and 
the members of this Convention may find 
on occasion that it is necessary and de- 
sirable to attack the root of the excess 
commission evil by advocating reason- 
able and proper adjustments of rates. 
The recognition by insurance commis- 
sioners vested with authority in the mat- 
ter of fire insurance rates of the prin- 
ciple that commissions represent a vital 
element in the rate structure and that 
where excessive commissions are being 
paid the expense ratios are seriously af- 
fected, should result in the commission 
problem being approached from the 
standpoint of rate adequacy insofar as 
such companies are concerned. 

This committee urges the companies and 

the insurance commissioners, insofar as 

it is within their power, to take steps to- 
ward the elimination of unnecessary and 
unqualified agents and brokers. 

.Companies are urged to establish a rea- 

sonable differential of commissions be- 

tween policy-writing and non-policy- 
writing agents. 

In considering the Casualty and 

Surety situation the report said: 
“There are two National confer- 

ences functioning in the casualty and 

surety field for the purpose of regu- 
lating commissions and other produc- 
tion expenses. The Conference on 

Acquisition & Field Supervision Cost 

for Casualty Insurance began opera- 

tions in the early part of 1923, while 
the Conference on Acquisition & Field 

Supervision Cost for Fidelity & Sure- 

ty Business began operations early in 

1927. These conferences function 

throughout the United States. 
“Company members are bound by 

pledges to observe the commission 
and agency rules contained in the 
plans adopted by the two conferences 
and endorsed by this Convention. 
The plans provide not only for a 
maximum production cost for each 
line of business, but a maximum com- 
mission rate for the various classes 
of agents and a limitation in the num- 
ber of agents in the various classes 


un 
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receiving more than the minimum 
rate of commission. 

“The following shows the total 
production cost allowed for the va- 
rious classes of casualty and surety 
business : 

Workmen’s Compensation......... 1WA% 
Liability, Property Damage and Col- _ 


IEE cecosohee-crlh x Wrens arow aud 
Re re ee Peete) 30% 
SC Sea need ek Poorest etiene ze 35% 


Steam Boiler, Engine and Machin- 
BUD. a disine ecco aivlaw sniieauimeniaae 30% 
Fidelity Business Other than Bankers, 


Brokers and Mercantile Blanket 

ree ie aera ee ee ae 30% 
Mercantile Blanket Bonds......... 20% 
Bankers and Brokers Blanket Bonds 15% 
Stvety: BUSwMeEss: o..6:66:5.60 sr adanw ones 30% 


“The number of general agents, 
branch offices, regional agents, etc., 
which companies may have in each 
state is limited under the plan. 

Replies to Questionnaires 

“In answer to the Committee’s 
questionnaire the majority of com- 
panies reported that they were pay- 
ing the commissions authorized by 
the conferences. A few non-members 
reported commissions in excess of 
those permitted under the conference 
rules. Several companies indicated 
in their replies to the questionnaire 
that they had agency appointments in 
excess of the number provided for in 
the plans of the conferences.” 

Those who spoke at the Casualty 
and Surety hearing were: Mr. James 
A. Beha, representing the Conference 
on Acquisition and Field Supervision 
Cost for Casualty Insurance and Fi- 
delity and Surety Business; Mr. E. 
M. Allen, Chairman of the National 
Agency Committee of the lidelity 
and Surety Conference; Mr. C. R. 
Miller, President of the Fidelity & 
Deposit Company; Mr. J. S. Phillips, 
President of the Great American In- 
demnity Company ; Mr. R. R. Brown, 
President of the American Surety 
Company; Mr. W. L. Mooney, Vice 
President of the Aetna Casualty and 
Surety Company; Mr. Mike M. 
Moss, Vice President of the Union 
Indemnity Company; Mr. A. J. Fer- 
res, Vice President of the Fidelity & 
Casualty Company; Mr. E. A. St. 
John, President of the National Sure- 
ty Company; Mr. H. C. Stebbens, 
President of the American Associa- 
tion of Insurance General Agents, and 
Maior Giddings, Vice President of 
the Travelers Insurance Company. 

These representatives engaged in 
considerable debate although admit- 
ting in nearly every case that the mat- 
ter of commissions was a question 
full of explosive potentialities. 

Under the title “Conclusions of the 
Committee” the report correlated 
many of the observations brought 
out by the witnesses and added com- 
ment of its own. This section of the 
report follows: 
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“The Conferences on Acquisition 
and Field Supervision Cost for Cas- 
ualty Insurance and Fidelity and 
Surety Business are even today ac- 
complishing much of the good work 
for which they were organized. It 
would appear, however, that the ac- 
tivities of certain newer companies 
and non-affiliated companies acting 
contrary to the rules of the confer- 
ences, coupled with the resentment 
and retaliation of the companies in- 
jured, may serve to gradually disin- 
tegrate these conferences. 

“Production costs in 1929 appear 
generally lower than they were prior 
to the organization of the confer- 
ences. Production costs generally 
since 1926 have proceeded to advance. 
Advances in administration and other 
expenses may be due to some extent 
to the organization of new com- 
panies, but they give rise to the 
suspicion that they reflect concealed 
acquisition costs. 

“The purpose of the various grad- 
ings of agents’ commissions was to 
compensate on the basis of the char- 
acter and extent of the services per- 
formed. This intent has largely been 
disregarded, particularly by com- 
panies seeking to create an agency or- 
ganization out of other companies’ 
agency plants and the measure in 
making appointments has become the 
volume of business controlled. This 
condition has produced a situation 
where the designation of general 
agent has no greater significance than 
that top commissions are paid, 

“The business needs and wants the 
sort of regulation these conferences 
provide. We are of the opinion, how- 
ever, that at least during a period of 
serious competitive disturbance such 
as the business is now experiencing, 
these conferences must enjoy the full 
cooperation and support of the insur- 
ance commissioners in controlling re- 
calcitrant members and unaffiliated 
companies bent on undermining the 
business. The commissioners might 
also extend their aid to the confer- 
ences in amending their rules to curb 
the practice of switching business at 
excess commissions. 

“Unnecessary and unqualified agents 
engaged in alienating existing busi- 
ness instead of devoting their ener- 
gies to the development of new busi- 
ness are a disturbing influence to 
both companies and agents. 

“Companies must establish higher 
standards for the appointment of 
agents if they wish to avoid the es- 
tablishment of agents’ qualification 
laws. 

“Fidelity and surety business, the 
bulk of which is concentrated in a 
smaller number of companies, ap- 
pears to be subject to the greatest dis- 
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turbance at the present time. The 
complaints of several prominent 
members of the surety conference 


against the practice of some com- 
panies appointing at top commis- 
sions agents whom they attempt to 
reduce to conference commissions of 
the lower grades, or to whom they are 
prohibited from paying higher com- 
missions, appear well founded. 

“The fact that the destructive com- 
petition of 1929 resulted in an under- 
writing loss in the heretofore highly 
profitable fidelity and surety business 
may act to curb the reckless conduct 
of some irresponsible officials. If it 
does not, it may be necessary for the 
insurance commissioners to advocate 
state intervention for the protection 
of the public. 

“Competition for the more profit- 
able classes of business has been 
especially keen. Out of twelve lines 
of business under conference regula- 
tion, the production costs for 1929 
exceeded the allowed ratio on seven 
lines. 

“The first of these, strange to say, 
was workmen’s compensation on 
which the ratio of total production 
costs to direct premiums written was 
18.1% as against a limitation of 
17.5%. On surety business the ratio 
was 34% against a limitation of 30%. 
On liability other than auto, the ratio 
was 25.6% against a limitation of 
25%. On plate glass the ratio was 
36.2% against a limitation of 35%. 
On burglary the ratio was 32.6% 
against a limitation of 30%. On auto- 
mobile property damage and collision 
the ratios were 26.7% and 27.7% 
respectively against a limitation of 
> 

“Three of these lines produced fa- 
vorable underwriting results in 1929. 
These were, liability other than auto, 
plate glass, and burglary. Two of 
the lines, namely, automobile prop- 
erty damage and collision, produced 
a small underwriting profit, less, 
however, than that contemplated in 
the rate structure. If these two lines 
had been written within the maxi- 
mum production cost allowed them, 
they would have produced an under- 
writing profit at least equal to that 
contemplated in the rating plan. The 
remaining two lines, namely, work- 
men’s compensation and surety busi- 
ness, produced an underwriting loss. 

“The underwriting results for all 
lines of casualty and surety business 
transacted by stock companies in 
1929 produced an underwriting loss, 
and it is the opinion of this Commit- 
tee that unless the efforts to improve 
uneconomic conditions existing in 
the business meet with success, the 
ultimate result must be either ad- 
vances in premium levels or injury 
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to the insurance companies, neither of 
which is desirable. 
Recommendations of the Committee 

“This committee recommends that, 
wherever it is possible for them to do 
so, the commissioners extend their 
support to the conferences with a 
view to securing adherence to con- 
ference rules by all companies doing 
business in their states. It would 
seem desirable that the conference 
rules be supplemented with defini- 
tions of the qualifications and services 
to be performed by all classes of 
agents who receive more than broker- 
age commissions and that a period of 
time be allowed during which exist- 
ing agents should be required to con- 
form. 

“Most of the criticism of the con- 
ference rules is directed against the 
agency limitation rules at higher 
commission grades. <A study of the 
qualifications of agents for higher 
commission scales, together with the 
particular problems of some of the 
companies, should produce results 
that would go a long way toward 
ameliorating existing conditions.” 

As to the situation in regard to 
agents and brokers, the following 
were heard: Mr. Walter Bennett, 
Secretary and General Counsel for 
the National Association of Insur- 
ance Agents; Mr. Wayne G. Wilson, 
President of the National Associa- 
tion of Casualty and Surety Agents ; 
Mr. W. E. Harrington, past presi- 
dent of National Association of In- 
surance Agents; Mr. Kenneth Bair, 
Chairman of the Executive Commit- 
tee of the Pennsylvania Association 
of Insurance Agents; Mr. Clyde 
Smith, President of the National As- 
sociation of Insurance Agents; Mr. 
Charles S. Rosensweig, Chairman of 
the Committee of the Insurance 
Brokers Association of New York 


City; Mr. Floyd Dubdis of the same 
\ssociation; Mr. Herman Bayern of 








the General Brokers Association of 
New York, and Mr. Thomas J. Far- 
rell, representing the Chicago Insur- 
ance Brokers. 

These speakers entered a vigorous 
defense for those on the producing 
end of the insurance business, and 
although not agreeing fully on reme- 
dies to be applied, yet insisted that 
legitimate solicitors should be pro- 
tected in their rights to adequate pay- 
ment for services. Not a few ad- 
vocated the abolition of non-policy 
agent. 

In its consideration of the testi- 
mony, the Committee reported as be- 
low quoted: 

“The defense of and justification 
for the commissions paid them was 
well made. The agents’ organizations 
made no attack on the underwriters 
associations or the acquisition cost 
conferences, and it is fair to assume 
that they are not opposed to the prin- 
ciples of these. 

“The problems with which agents 
have been confronted are quite seri- 
ous. The increased sums expended 
by companies for business have prob- 
ably not benefitted the average agent. 
He has been confronted with an in- 
crease in new agents beyond the 
growth of new business, together with 
the competition of large numbers of 
part time agents, solicitors and non- 
policy writing agents and in metro- 
politan centers with armies of new 
brokers unworthy of the name. 

“No solution of the problems of 
acquisition cost can ignore the right 
of agents and brokers to fair and rea- 
sonable treatment. 

“The sincere cooperation of the 
genuine agent and broker is much to 
be desired. This can perhaps be best 
obtained by the companies joining 
them in combating the evils of which 
they complain. 

“The present competitive situation 
in the agency and brokerage field is 
serious and injures the American 
Agency System to a great degree. 

Final Conclusion 

“Your committee has set forth the 
conditions as we have found them. 
Unless the companies representing 
the business described take steps to 
remedy what has been criticized, we 
feel that supervising officials will be 
met with a demand from the public, 
that legislation be enacted to cure 
existing evils, which contingency 
would, in our judgment, be deplor- 
able. 

Assistance Given to Committee 

“This Committee expresses its sin- 
cere appreciation for the cooperation 
and assistance given it by the various 
company officials, underwriters as- 
sociations, acquisition cost confer- 
ences and organizations of agents and 
brokers.” 











Valuation 
(Continued from Page 23) 


may recover its market value, that is, 
its current selling price, and is not 
compelled by the limiting clause to 
receive merely the cost of manufac- 
turing raw whiskey.** This holding 
is defended on the ground that the 
replacement of aged whiskey for new 
whiskey does not constitute a replace- 
ment with “like kind and quality.” 
It has also been held that where oil 
has been destroyed in the hands of a 
producer its market value rather than 
the cost of procuring it from the pro- 
ducer’s wells is the correct test de- 
spite the limiting clause.*® Of course 
the allowance of the mere cost of se- 
curing the oil from the wells would 
result in gross underindemnity un- 
less an adequate allowance were made 
for the depletion of the well in com- 
puting replacement cost, and the prac- 
tical difficulty of estimating the re- 
placement cost with any such allow- 
ance may well explain the refusal of 
the court to look at anything but mar- 
ket price. 

The cases that have been cited have 
arisen entirely under the old New 
York standard policy. Whether or 
not the changes that have already 
been noted in the phrasing of the 
newer New York policy will in any 
way affect the decisions can only be 
surmised, as no cases under the newer 
clause have been reported. “One pos- 
sible change has been suggested by 
virtue of the omission in the newer 
policy of the italicized words in the 
phrase, “what it would cost the in- 
sured to replace.” It has been sug- 
gested that this change is designed to 
make the cost of replacing in the mar- 
ket as distinct from manufacturing 
cost the test where the goods are held 
by a manufacturer.*° Without being 
confident on this issue the present 
writers are inclined to risk the oppo- 
site prophecy and to guess that the 
newer policy will be interpreted in 
this respect in precisely the same way 
as was the old one. 

The second change which has been 
noted in the new limiting clause is 
that under the former clause the test 
is what it would then cost to replace, 
whereas under the newer clause the 
test is what it would cost to replace 
within a reasonable time. In view of 
the fact that even under the older 
form, “what it would then cost to re- 
place” has been judicially interpreted 
to mean what it would cost to replace 
“in a reasonable time” there seems to 
be no good ground for reading any 
significance into this change. 

It will be observed that the cases 
involving the interpretation of the 
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limiting clause as cited above have 
been confined entirely to personal 
property. Conceivably the clause 
might also have significance with re- 
spect to buildings, for it might oper- 
ate to prevent a recovery in excess of 
replacement cost, even in a_ case 
where the market value of the build- 
ing (measured by the difference be- 
tween the market value of the entire 
property and the market value of the 
vacant land) could be proved to ex- 
ceed replacement cost. Under ordi- 
nary conditions it may be assumed 
that no such excess would in fact be 
found, but there may be cases where 
it could be proved to exist owing to 
an unusual demand for buildings for 
immediate occupancy. Presumably in 
a case of this kind the limiting clause 
would apply, but we have been unable 
to discover any reported cases that 
present this issue. The fact that 
nearly all the litigated cases have in- 
volved the valuation of old buildings, 
the market value of which, however 
interpreted, could not exceed replace- 
ment cost new, has evidently pre- 
vented the limiting clause from being 
an important factor in building valua- 
tion cases. 
sO 
SUMMARY OF CONCLUSIONS 


HE conclusions that have been 

reached in the preceding study of 
insurance cases may now be sum- 
marized briefly. The summary is 
given, however, with a warning that 
the reported cases in this field are 
surprisingly meager and that the gen- 
eralizations lack the force that they 
would have if they could be based on 
a larger number of precedents. 


1. According to the terms of most 
of the policies, including the three 
most popular standard types, “cash 
value” at the time of the fire is stated 





88Mechanics Ins. Co. v. Hoover, supra 
note 82; Frick v. United Firemen’s Fund 
Ins. Co., ibid. 


89Globe & Rutgers Ins. Co. v. Prairie 
Oil & Gas Co., supra note 82. 


»*As a matter of substance the omis- 
sion of the words, ‘the insured,’ renders it 
unnecessary in the future to consider the 
relation of the insured to the cost of repair 
or replacement. Hereafter the subject will 
be treated upon an absolute rather than a 
relative basis. If the insured is in such a 
position as to be able to repair or replace 
at less than market cost that circumstance 
would not necessarily be available to the 
company to decrease its liability in so far 
as it may be measured by the replacement 
cost. . . . Cost of repair or replacement 
should be treated on the basis of general 
market conditions rather than its relation 
to any particular party, and it was with 
this view that the change from the old 
form was made.” The Standard Fire In- 
surance Contract (1922) 45. 
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as the measure of recovery, subject, 
however, to the limiting clause in the 
policies of the old and the new New 
York type. The Massachusetts form 
of policy is content with the mere 
phrase “cash value,” whereas the old 
New York policy adds, ‘cash value 
with proper deductions for deprecia- 
tion however caused” and the new 
New York policy reads, “actual cash 
value (ascertained with proper de- 
ductions for depreciation) of the 
property at the time of the loss or the 
damage.” No cases have been found, 
however, which clearly point to any 
distinction in the interpretation of 
these three statutory provisions as to 
the meaning of value. 


2. In some of their opinions courts 


have stated that the proper criterion 
of cash value is the “market value” 
or the “fair market value” of the 
property, whereas in other opinions 
they have simply repeated the phras- 
ing of the policy to the effect that the 
measure of recovery is cash value. 
At times they have used some color- 
less and ambiguous term such as 
“actual value” or “intrinsic value,” 
and on occasion they have accepted 
the more significant term, “value to 
the owner.” These phrases taken in 
themselves are of almost no use what- 
ever in a study of the real standards 
that are accepted by the courts. 


3. In all but a small fraction of the 
cases cost of replacement, with allow- 
ances for depreciation, has been ac- 
cepted either as the measure of loss 
or else as the dominant evidence of 
this loss. This statement holds good 
despite the fact that in most cases the 
courts do not directly state that re- 
placement cost is the test, but instead 
indicate that “market value” or ‘‘ac- 
tual cash value” is the criterion. 
Their choice of the pertinent market, 
however, as well as their rulings on 
admissible evidence, indicates a 
strong tendency to choose such a 
“market value’ or such a “cash 
value” as would make possible the 
replacement of the property at prices 
prevailing at the time of the fire 
minus deductions of depreciation. 
Thus where goods are destroyed in 
the hands of a wholesaler the “mar- 
ket value” which is chosen as the 
basis of recovery is the current selling 
price by manufacturers to whole- 
salers rather than the current selling 
price of wholesalers to retailers. Sim- 
ilarly, if the same goods are destroyed 
in the hands of a retailer, current 
wholesale price will be accepted 
rather than retail price, and if the 
goods are in the hands of the ultimate 
consumer retail price will be used 
with allowances for depreciation. 
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4. Although cost of replacement 
rather than selling price is generally 
accepted as the measure of value 
where goods are destroyed in the 
hands of a dealer, it may be ques- 
tioned whether the insured might not 
recover selling price where he can 
prove beyond reasonable doubt that 
he was unable to replace the de- 
stroyed goods in time to avoid miss- 
ing his market. We have found no 
reported cases on this point, although 
the case of the destruction of straw 
hats in the hands of the manufac- 
turer, where the manufacturer was 
allowed to recover his selling price 
despite a provision in the policy limit- 
ing recovery to replacement cost, sug- 
gests by analogy that a court might 
allow a dealer to recover his selling 
price where he could prove that he 
was unable to replace the property in 
time to avoid a loss of profits. 


5. Although the price for which 
the property can be replaced rather 
than the price for which it can be sold 
is the more generally accepted stand- 
ard, it is not clear to what extent the 
peculiar ability of the particular 
owner of the property to replace at 
less than the normal market price 
might reduce the amount of his re- 
covery under a policy making “cash 
value” the measure of loss. Query, 
for example, whether the “cash 
value” of property in the hands of a 
consumer would be limited tu whole- 
sale price in a case where the con- 
sumer himself, by virtue of some 
special and unusual arrangement, was 
proved to be able to replace at the 
wholesale price. In the absence of 
cases it is surmised that this situation 
would be disregarded as being one of 
those unusual situations which should 
not influence the recovery and that 
the consumer would be able to re- 
cover retail price on the ground that 
the retail market is the normal mode 
of replacement for an owner of that 
class. 


6. Although replacement cost in 
the normal manner seems to be the 
general rule with respect to goods de- 
stroyed in the hands of a dealer or 
user, there is an apparent exception 
in the case of manufactured goods 
destroyed in the hands of the manu- 
facturer. Here the general rule seems 
to be that cash value is measured by 
the current prices at which manufac- 
turers sell similar goods rather than 
by the estimated cost of manufacture. 
This rule may be attributed partly to 
the fact that a court will generally 
prefer some sort of a market price to 
an estimate of manufacturing costs 
in view of the difficulty of proving 
the latter and partly to the fact that 
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in the majority of cases it may be 
assumed that a manufacturer would 
lose his opportunity to profit by the 
sale of the property if he were obliged 
to wait for time to elapse in which to 
remanufacture the destroyed goods. 


7. Where it is necessary to find the 
cash value of used personal property 
in the hands of a consumer, a ques- 
tion sometimes arises as to whether 
the value should be measured by cost 
of replacement new minus a deduc- 
tion for appreciation or by cost of 
replacement in a second-hand market 
with property of similar age and in a 
similar condition of wear and tear. 
The choice between these two tests 
seems to depend on the question 
whether the owner of the property 
might normally be expected to replace 
with a new article or with a second- 
hand article. With respect to personal 
effects, for example, the purchase 
price of similar goods in a second- 
hand market has been held to be in- 
admissible as evidence of value on 
the ground that the owner would not 
normally replace in this manner. On 
the other hand, with respect to prop- 
erty of a less personal nature, such 
as cars and locomotives, the market 
price of similar used equipment, if 
such a market could be shown to ex- 
ist, would doubtless be admitted in 
evidence. 


8. Where replacement cost new is 
offered as evidence of the value of 
the property, allowance must be made 
for physical depreciation at least, and 
where the destroyed property is used 
property the mere submission of evi- 
dence as to replacement cost new, un- 
accompanied by evidence of wear and 
tear, will not be allowed to go to a 
jury. As to the basis of computing 
physical depreciation,, however, the 
opinions of the courts say almost 
nothing. In general, the question of 
the amount of depreciation is a ques- 
tion submitted to the jury on the basis 
either of testimony as to the age and 
general physical condition or else of 
opinion testimony by competent wit- 
nesses as to the extent of the depre- 
ciation. 

9. Although there are dicta in some 
building appraisal cases which might 
possibly be construed as measuring 
“cash value” by replacement cost 
minus mere physical depreciation, 
the decided weight of authority is to 
the contrary, and courts show an in- 
creasing tendency to admit all rele- 
vant evidence which would indicate 
that by virtue of obsolescence or in- 
adaptability or any other circum- 
stances the value of the property to 
the owner is less than its replacement 
cost minus physical depreciation. Ex- 





amples of the readiness of the court 
to take into account other abatements 
from replacement cost new than 
mere physical depreciation are, first, 
the case of the moulds and patterns 
in the hands of a manufacturer which 
were to be valued on the basis of their 
probable future use, bearing in mind 
their obsolescence; second, the case 
of commercial buildings where it has 
been held that evidence of gross and 
net rentals is admissible in proving 
the fair cash value of the building de- 
spite the contention of one of the liti- 
gants that nothing but replacement 
cost minus depreciation for age 
should be considered ; third, the hold- 
ing of the New York Court of Ap- 
peals in the recent McAnarney case 
that the valuation of brewery build- 
ings which had been destroyed sub- 
sequent to the passage of the Na- 
tional Prohibition Act should be 
made with reference to the fact that 
the buildings were no longer available 
for the profitable production of malt. 


10. Although the courts have held 
that the term “depreciation” should 
be construed in a broad sense and 
should not be limited to physical de- 
preciation, they have refused to take 
into account a depreciation in market 
value only where this fall has not af- 
fected the value of the property to the 
owner. In the case of buildings, for 
example, the courts have held that 
the market value of the building (that 
is, the price for which the old prop- 
erty could be sold minus the price for 
which the land alone could be sold) is 
not the criterion of cash value as a 
measure of recovery for fire insurance 
loss. Similarly, with respect to used 
automobiles in the hands of their 
owners it has been held that the price 
for which the owner could have re- 
sold the car does not limit recovery. 

11. Although the courts have in 
general been willing to take into ac- 
count all circumstances tending to 
show that the value of property to 
its owner is less than its replacement 
cost minus physical depreciation, 
they have made a distinct exception 
to this rule in the case where an 
owner of real estate has contracted to 
sell his property to a purchaser under 
an agreement that he will remove the 
building or under an option permit- 
ting him to remove the building sub- 
ject to its forfeiture to the new pur- 
chaser. In these cases, although it is 
clear that the value of the building to 
its owner must be only a fraction of 
its normal value, the courts have 
nevertheless held that what they have 
called the “intrinsic value” of the 


building shall govern the recovery 
and not the much lower sum which 
(Continued on Next Page) 











Valuation 

(Continued from Page 28) 
the peculiar facts of the case would 
warrant on the principle of indem- 
nity. It is the opinion of the present 
writers that these cases are distinctly 
unfortunate, for they are an obvious 
violation of the principle of indemnity 
and offer a maximum temptation to 
incendiarism. 

12. Unlike the Massachusetts type 
of policy the old and the new New 
York standard policies insert a clause 
linuting recovery to cost of replace- 
ment even though this sum is less 
than what would otherwise be termed 
the cash value of the property. In 
view of the distinct tendency of the 
courts, however, to measure cash 
value itself by replacement cost (with 
allowances for depreciation) this 
clause seems to have very little signifi- 
cance except in one type of cases, 
namely, cases involving the recovery 
for manufactured goods destroyed 
while in the hands of the manufac- 
turer. In these cases it would seem 
that the limiting clause may limit re- 
covery to manufacturing cost despite 
the holding that “cash value”’ in itself 
means “selling price,” provided that 
the court finds that the owner, in 
view of all the circumstances, might 
have manufactured the goods in a 
“reasonable time.” 


QOS 
N general we conclude that the 
opinions of the courts, especially 

of the appellate courts, have shown an 

increasing desire to make the measure 
of recovery for fire insurance losses 
correspond to the actual 
tained by the insured in view of all 
the circumstances of the case. To put 
the matter in other words, the courts, 
when faced with a choice between ap- 
plying some standardized rigid rule 
such as replacement cost minus phys- 
ical depreciation or of adopting some 
more flexible test which can be modi- 
hed in such a way as to accord more 
nearly with the principle of indem- 
nity, have generally preferred the lat- 
ter alternative even though it has in- 
volved the sacrifice of administrative 
convenience and of simplicity. This 
statement is made without any intent 
to deny that the actual results of liti- 
gated cases will often depart far from 
the principle of indemnity. There is 
no reason, for example, to doubt the 
strong conviction among fire insur- 
ance adjusters that in the main the 
values found by juries and accepted 
by courts for old and obsolete build- 
ings tend greatly to exceed the com- 
mercial value of the buildings. This 
tendency, indeed, explains the well- 


loss sus- 
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accepted canon of fire insurance prac- 
tice to the effect that an obsolete 
building is a bad risk. In the main, 
however, the tendency may be said to 
prevail despite the accepted legal rules 
rather than because of them, and it 
is to be explained, partly on the 
ground that juries have a natural and 
human tendency to be favorable to 
an insured individual as against a 
large and wealthy insurance com- 
pany, and partly on the ground that 
the degree of obsolescence of an old 
building is so difficult to measure that 
it is likely to be underestimated. 

So far as concerns the accepted 
legal theory, as distinguished from 
the actual results of jury awards, the 
main cleavage that still prevails as 
between the measure of damages and 
the actual injury sustained by the in- 
sured lies in the fact that the stand- 
ard fire insurance policies exclude re- 
covery for certain losses incidental to 
the destruction of the property. These 
losses are designed to be covered by 
special forms of policies in the nature 
of profit insurance, use and occu- 
pancy insurance, rental insurance, 
and rental value insurance policies. 
The “cash value” of a property is, 
therefore, not regarded as synony- 
mous with the amount of pecuniary 
loss which its destruction imposes 
upon its owner. As a rule the upper 
limit of ‘cash value” is replacement 
cost, although occasionally the alter- 
native limit of selling price, has been 
adopted. 


Maryland and Delaware 
Federation Formed 


O-OPERATION as defined in 
.. the dictionary, means the work- 
ing together of several parties toward 
a common good. With this idea in 
mind, a group of six mutual fire in- 
surance companies met on February 
14, 1929, and organized the Maryland 
and Delaware Federation of Mutual 
lire Insurance Companies for the 
purpose of generally bettering mutual 
fire insurance in these two states 
through the medium of an inspection 
service paid for by the member com- 
panies and rendered free to the as- 
sureds. Since the conception of the 
inspection work over 16,000 original 
inspections have been made and over 
24,000 reports have been sent out to 
the member companies. Recommen- 
dations necessary to eliminate fire 
hazards were left at over 7500 differ- 
ent properties and well over 70% of 
these have been carried out due to a 
follow-up system. It should be noted 
that recommendations for cancella- 
tion were made at 741 properties be- 
cause of poor physical or moral con- 
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ditions, and several of these proper- 
ties have since burned. 


Two additional mutual companies 
have joined since its organization 
and two more have entered into a con- 
tract with it to have their risks in- 
spected. The complete original in- 
spection of the member companies’ 
risks will be finished very probably in 
the course of the next six months, 
after which the first re-inspection and 
recommendation check-up will be 
started. 

Another important work that this 
Federation has entered into is that of 
uniform policy forms for the use of 
its members. All of the member com- 
panies using these forms have saved 
considerable money due to the bulk 
printing and both the assureds and 
the companies have benefitted greatly 
because of the uniform forms which 
have made re-insurance a very simple 
matter. 

The Federation also takes care of 
the rate problem for its members and 
has the facilities to check and pro- 
mulgate rates wherever it may be 
asked. 

The question of legislation arises 
very frequently and all such matters 
are discussed thoroughly and com- 
pletely at the quarterly meetings of 
the body, where well thought-out 
plans are made and handled efficiently 
by the various working committees. 

The time is coming when all insur- 
ance companies, no matter what 
pranch of the business they are in, will 
have an inspection service available 
to report on the soundness of the 
property on which they are risking 
their money. 

This Federation keeps eight field 
men pn the road continually and the 
average cost of the inspection service, 
including two follow-up notices (if 
necessary) to every assured where 
recommendations are made, has been 
$1.31 per property to the member 
companies. 

If the Maryland and Delaware 
Federation of Mutual Fire Insurance 
Companies can be of help to any of 
the companies whose attention is 
called to this article, or if it can as- 
sist in starting a similar organization 
among other companies, please do 
not hesitate to get in touch with the 
headquarters office at Havre de 
Grace, Maryland, F. A. Hoffman, 
Secretary. 

QOD 
Phone Booth? 

Scientists have found a prehistoric ani- 
mal with joints that worked both ways. 
Probably one of nature’s abortive attempts 


to produce a creature that could get into 
a union suit in an upper berth. 


—Trinidad (Colo.) Picketwire. 
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Inland Transportation 
Insurance 
(Continued from Page 15) 


class instructors.” For high class pro- 
fessional musicians, as members of 
first class theatrical or symphony or- 
chestras, it provides a more limited 
form, covering only loss or damage 
caused by fire, theft, lightning, cy- 
clone, tornado and flood; also colli- 
sion, derailment or overturning of a 
conveyance while in transit. This is 
subject to similar exceptions. It takes 
a lower rate. Members of cabaret or- 
chestras, “jazz bands” and similar 
organizations are not ordinarily desir- 
able risks. The moral hazard again is 
an all-important factor. 

The rates quoted by a number of 
companies for coverage within the 
United States and Canada follow, an 
addition being made thereto for a 
“world-wide” endorsement. They are 
subject to a minimum premium of 
$10. 

Rates Pro- 


Private fessional 
Value Individuals Artists 
Upto $ 499 2% 2.50% 
$ 500to 1,499 1.50% 2.25% 
1,500to 1,999 1.25% 2.25% 
2,000 to 4,999 1.00% 2.00% 
5,000 to 7,499 15% 1.75% 
7,500 and over 625% 1.50% 
Insurance to 100 per cent of the 


value is required, a full coinsurance 
clause being applied in case it is not 
carried. 
Wedding Presents 

NOTHER recently introduced con- 
A tract meets a real need in afford- 
ing protection to the bride and groom 
against loss to their wedding pres- 
ents which may be sustained from the 
time these remembrances from rela- 
tives and friends began to arrive prior 
to the wedding until the articles are 
insured under fire and theft policies 
at their permanent location. It is an 
“all risks” type, insuring against loss 
or damage by accident, collision, de- 
railment, fire, theft or water, or loss 
or damage of any kind whatsoever, 
excluding risks of war, strikes, riots, 
and breakage of china, glass and other 
articles of a brittle nature, unless 
caused by fire, burglars or thieves, or 
the stranding, sinking, burning, col- 
lision or derailment of any convey- 
ance. 

Wedding presents of every descrip- 
tion, such as silver, plate and plated 
ware, furniture, pictures, linens, glass- 
ware, china, statuary, tapestries, jew- 
elry, and furs are covered. The insur- 
ance may be written for a specific 
sum, the value of each article being 

(Continued In Last Column) 
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Mutual Insurance Veteran 


Passes On 
. is with deep regret that we 
record the passing of William M. 
surch, on July 16th, at 
N. Y., at the age of 68. 

Some time ago Mr. Burch retired 
from his activities in the insurance 
field, being at that time Secretary of 
the Federated Mutual Liability Insur- 
ance Co., of Boston, where he had full 
charge of the policy writing and 
passed on all rates used by the com- 
pany. 

Mr. Burch served several years as 
chairman of the Governing Board of 
the Massachusetts Rating and Inspec- 
tion Bureau, and as a member of that 
Bureau’s Manual Committee. He 
had also served as a member of the 


Hornell, 





WILLIAM M. BURCH 


General Rating Committee of the Na- 
tional Council on Workmen’s Com- 
pensation Insurance dnd for a num- 
ber of years was Secretary-Treasurer 
of the National Association of Mu- 
tual Casualty Companies, as well as 
president during 1921, of the Na- 
tional Association of Automotive 
Mutual Insurance Companies. 


Mr. Burch was born in 1862, at 
Schodack Landing, near Albany, 
N. Y., and entered the insurance busi- 
ness in the latter city at the age of 16, 
where he became one of the first 
agents of the Metropolitan Life In- 
surance Co. 

In 1893 he formed his own agency 
at North Adams, Mass. 


We 
Sn 


Norfolk Mutual News 


The Norfolk Mutual Fire Insur- 
ance Company of Dedham, Massa- 
chusetts, has recently refurnished its 
home office in the modern style, with 





the latest mechanical equipment and 
new furnishings throughout. This 
company was incorporated in 1825, 
and is one of the strongest in the 
country. 

SOp> 


Inland Transportation 
Insurance 


(Continued from First Column) 
definitely stated. However, this meth- 
od is not particularly feasible when 
presents are being received over a 
period of time so if the insured de- 
sires, the policy may be written for a 
provisional amount, subject to a 100 
per cent coinsurance clause. The total 
value is declared to the company as 
soon as it becomes known and if re- 
quired, the value of each item speci- 
fied. 

This insurance is not of the floater 
type, the protection generally being 
confined to presents located in any 
private residence, apartment, hotel, or 
while stored anywhere in the United 
States and Canada. The transit risk 
to and from certain stipulated points 
may be expressly assumed, however, 
a trip transit rate for such being 
agreed upon in each instance. As il- 
lustrative of the prevailing rates one 
company charges two per cent per 
annum on amounts of $10,000 or less 
and three-fourths of one per cent on 
amounts in excess thereof, subject to 
a minimum premium of $25. Only 
persons of unquestioned integrity are 
insured, 

In General 

Besides the contracts described, 
special policies on shot guns, golfers’ 
equipment, and other types of per- 
sonal property are being offered by 
some companies. [urthermore, as 
previously emphasized in connection 
with business forms, many other 
kinds of unusual coverages are ob- 
tainable if circumstances warrant. 

Possibly in no other branch of the 
insurance business are underwriters 
as free to exercise their ingenuity in 
adapting protection to needs as in the 
marine department for they are not 
subject to the same strict regulation 
of forms and rates as applies, for in- 
stance, to fire. Because of the greater 
flexibility thus permitted to him, the 
marine underwriter is in an excellent 
position to weigh the merits of each 
type of risk presented and to handle 
it as his judgment dictates. As time 
goes on, this will doubtless result in 
a greater extension of the coverages 
available, which, coupled with a more 
extensive use as the public recognizes 
their importance, should produce a 
continuing substantial growth in this 
field. 
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“A barrel without a bucket is just about as 
effective as a bucket without a barrel” 





CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA ‘ 





Offices From the Atlantic to the Pacific 


— Gale & Stone, Boston Justin Peters, Philadelphia “ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Insurance Agency, 
James S. Kemper, Mgr. 
Chicago, Milwaukee, Minneapolis, Omaha. 
Lumber Insurance Agency, Indianapolis. 
The Martin General Agency, Seattle, Denver, San Francisco, 
Los Angeles, Vancouver, Portland, Spokane. - 
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“Better Insurance Service for Less Money” 


Over 60,000 policyholders carry Hardware Mutual Casualty Company Insurance 
because of low net cost, efficient management, and nation-wide claim service. 


LINES OF INSURANCE 


Automobile, Automobile Dealers Liability, Burglary, General Liability, Personal 
Accident, Plate Glass, Workmen’s Compensation 





—__—_—— 








Home Office Building 
HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 


——__——__—— 


Branch Offices 





Appleton, Wis. Dallas, Tex Madison, Wis. Stevens Point, Wis. 
Atlanta, Ga. Duluth, Minn. Milwaukee, Wis. St. Paul, Minn. 
Boston, Mass. Fond du Lac, Wis. Minneapolis, Minn. San Francisco, Cal. 
Chicago, IIl. Indianapolis, Ind. Newark, N. J. Winnipeg, Canada 


Los Angeles, Cal. Portland, Ore. | 
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TWIN MUTUALS 


CONTAINS NEWS AND TIMELY GENERAL FIRE 
ARTICLES ON TOPICS OF AUTOMOBILE FIRE 
LIVE INTEREST TO THE THEFT AND COLLISION 
INSURANCE WORLD GENERAL LIABILITY 
EVERYWHERE AUTOMOBILE LIABILITY 


WORKMEN’S COMPENSATION 





Subscriptions $2.50 Per Year Twin Mutual Fire Ins. Co. 








Twin Mutual Liability Ins. Co. 


A. SHIRLEY LADD, Secretary 
211 Congress Street, Boston, Mass. 


Address: 
180 No. Michigan Ave., Chicago, Ill. 














Twin Mutuals Have Always Paid Dividends 





























WHAT (heFEDERAL HAS 


DONE 


Year 


* TOTALS 


in TairtY YEARS 


Net Premiums Net Losses Net Dividends 
8,390.91 $ 1,294.14 
80,882.84 23,649.36 $ 15,416.79 
329,951.01 104,311.99 136,243.10 
780,786.90 212,650.65 289,797.29 
3,599,230.70 810,895.29 * 1,181,287.94 
7,174,872.36 2,234,087.84 2,932,462.39 
10,917,249.97 3,101,607.61 4,213,373.62 


$79,719,217.41 $24,125,988.68 $31,209,882.13 





* (Includes intervening years not shown in chart) 





FINANCIAL STRENGTH 
2 December 31, 1929 
Assets .... $13,080,172.34 
Liabilities 7,942,904.84 
Surplus §,137,267.50 

















Miia 

x *k *® 
* 

+*\ * 


* 


\ 


Retail Hardware Mutual Fire Ins.Co. 


MINNEAPOLIS, MINNESOTA 


Hardware Dealers Mutual Fire Ins.Co. 


OF STEVENS POINT,WISCONSIN 


a Hardware & Implement Mutuals 


Minnesota Implement Mutual Fire Ins.Co. 
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ERVICE is defined as “work performed for the benefit 
of another.” As thus interpreted the word has become 


an integral part of the ““L-M-C” three-fold creed of Protection 


and Service withSavings. 


“L-M-C” Service is diversified in character and nationwide in 
extent. It ranges from prompt attention to the difficulties of 
an Ohio tourist who has become involved in an automobile acci- 
dent in California, to a comprehensive survey of the safety prob- 
lems of a gigantic New England industrial plant by trained 
safety engineers and the development of a systematic program 


for safeguarding the thousands of workers employed. 


“L-M-C” Seryice is rendered through an organization compre- 
hensive in scope and unceasing in activity. This organization 


functions with equal alacrity and equal efficiency for every 


policyholder, large and small alike. 


Founded upon’ Service, “L-M-C” has flourished and grown 


through Service. With Service it will continue to build for 


the future. 


Lumbermens Mutual Casualty Company 
JAMES S. KEMPER, President 


MUTUAL INSURANCE BUILDING 


CHICAGO, U. S. A. 


Associate Companies under “L-M-C” Management 
AMERICAN MOTORISTS INSURANCE COMPANY 
FEDERAL MUTUAL LIABILITY INSURANCE COMPANY 





